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From the President 

Welcome to the[ annual conference of the American 
Council on Consumer\nterests . Today we celebrate the 
twenty-first birthday of this organization.^ Clearly? 
ACei has J?ecome of age. With t^is conference ACCI marks 
continued leadership in the (tonsumer mov^ent. The 
Board of Directors and the Prograin Chairperson welcome 
.you to what we hope to be an excellent conference/ 

* . . Tom Garnan 

Northerrl Illinois Unive 




Fgom the Program Chairperson 



Planning for the Twenty-Firs t^Annual Conference 
was base^d on the most pressing problems consumers 
face to^ay, namely how to cop^ with inflation and how 
to best deal' with shortages of resources both of which 
migh^^ become even more acutis in the future; .Hope- 
fully, th^ conference was a fruitful one for all who 
attended. • « 

It? is not possiible to recognize everybody who 
assist;ed' in making the prografn possible. However, 
' the special help giv^n by .Jean Bowers, Robert Herr- 
. ma nil,. liee Richardson and Joe Uhl must be acknowledged. 

^ -- Helen* Goetz 
^ University of Alab^s^ 
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From the Editor 



'j' 



and others' 
de the basis 



"Consumers in an Era df Shortages and Inflation'* 
was an ^xcbllent program as evidence by the record 
, attendance. The Proceedings al-so sets re :ords this 
yean for early publication and length . V Conference 
procieeHings are prepared for participants' 
intejr^stecl in the issues. They will prov 
for furthejr thought an^d discussipn for thel many who 
partkcipatjed and also help extend the ideals to o.thers 
who S'id not participate. . the Proceedings have growh ' . 
froir\'89 pages in 1972 to 221 pages this. year. This 
extensive coverage of • the theme should be^ a valuable 
resource as much of the timely information is not 
readiTy available from other sources and not assembled 
into one s,purce. 

' It is (J pleasure to-be able to complete ^ T^e 
proceedings during the symmer so they will be available 
for use during the coming academic year. Thanks to 
•^all the, speakers for their help in facilitating pub- , 
^ lication, especially those who provided copies of 
their papers early. Although each year we have 
decreased ^the time between conference and' publication, 
this is by far our best record. This should toake 
The Proceedings even more useful, considering, th^ 
timeliness of the theme. 

<}on£erence papers to be printed in the Journal of 
Consumer Affairs are limited to abstracts in The ' 
Proceedings to avoid duplication. This means papers 
submitted, for possible publication in the Journal 
of Consumer Affairs must be reviewed, this can- be a 
lengthy process, but a prdtnpt review this year helped 

make our e'arlier- publication possible. 

* . ' ' ' ' ' 

Karen Hull ^ 

Iowa State University 
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n4w concern with sWrCagfe^ ai^ inhaCion opens \b old questions' oT^^i. 
bteliefs ^nd values^l \Have .WlTKentered values si^ch as hedpnism and 
Us counterpart asdet\cism\riS^n to 'ascendancy? » iA>d do they enter 
into the consumeri'sV mdvemefyt? The\ uptrend in^prbductivi ty on whicW 
material values werfe ''based will not continue'. .•>LdWstme,nt''s in; Per- 
sonal beliefs and x^alues &nd social' qnd economic in^ titations ^wfTl 
^prove ditftfcult. ■ • 



"The /tguntry -no longer trust^ the genuine, moralists . ^ . and no 
xtru^ts- its owa instin'cts.. While Wfe weren't looking, Middle Ame 
cNded its Puritahisqi for consumerism. ..." 




"the period ol^ 
la^t few ?e!v^i 
hum^ hi$t;o.ry>x 



PeCer Schrag 



population and industrial growth*. . during the 
is . ..^ne of the most abnormal phases of 




> -- M. liling Hubbert 



amat4zi>»g-iKcan be said that at this point in the 
„._-e^^ome ageless questions are being 
in -ari-^ra of 'bQprecedented 'concern with sliort- 
in-E44tion, ia.jtiie v^^system we profess. It is usually" 
a ch^|^«t^etween materiat^nd-xipirttual values^ Morfes^oetic 
is hedoni^ifraj^sus a^ceticism^' , • . 

nisnj^and asceticilttK|re self-centered. .To shower oneself with 
~^t^i>re>> or -conscio^y to reject' them, is the behavior of 
the.inYrovertT"^e fact that the^^a of >^^ie. nervous system end 




/ . 



with the dermis has helped accord a credibility to self-center/bdness that 
is not warranted/ To be sure, a starving /man fights for food /and a 
drowning one for air. But under more usu^l circumstances the'human bei 
displays multiple needs andlmany are socibl, others-directed. In fact, i 
may be that hedonism or its counterpart , /asceticism, arises primarily 
as a defensivje reaction to social inadequacy or disappointment.' 

For explorations of this kind an ali|?ays -promising source is the" 
writit^gs qf thei late John Brewster. Brewster sets forth, as o^e of the 
truly basic a|ttributes of the human being his "striving for signifi- 
rance." Wrote Brewster,' /I, p, 9/ 




\ 



Men th^ yorl* ove^ strive for an evfe^finer image themselves 
in the le^^es oiE otHers, whether actualXor ideal. \ But what i^ the 
nature of^this good which energizes inen and nations? \ ' 

It is the most spi^^itual of ^11 treasures. Yoii' can get\ no pho 
- graph or it, ,neithet tan you weigh /it, nor store it inl Darns or 
va\ilts; it hsi^ no abode in earth or stone 7- ^et we' seek it 
aboye all else, botl^ Individually and collectively »'Arid\ np 
evil is so terrifyinj^ as 'the an:l^ty over ^eing go deVoxd of , j\ 
meritorioiis qualities) as to be undeserving \>f favorable valuation 
by anyprie ,\ including joneself . 




To gain signi^f icarice a person must; tn^et^one or more of the tests thkt 
society ,estab\is]ies. These are^the sejt of beHe^f^, in Brewster^s language/, 
that define merit, Brewster '^handling of this Ixibject' m^y be worth 
brief recounting. , It begins with a"^ sense of d^&^iny, l.taelf an interest- 
ing b^it o/f psychology. To believe ^that thfe Po/zer^of th^ Universe is on/ 
our sideband lead. us arifeht is almigliity f^r[ce^i"n l^^jhan motivation, 

Brewster capped"Tlis argilment by ci,tin^ the cases of Eichman ,and Hitler, 
who to theix last br(Batl|is affirmed that xhey did right aiid historyX/ould 
judge the^ faVQrabl;y. 



Brewster po^^d^ 



iDrearn, He also assumed a 
'"Twentieth^entury jieritJ^g 
values," was his caption 



Itury 
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beli^^s in terms of the American 
qpntinuity in our belief sy»s,tem, 
nineteenth century belief systems and . 
p. 14/ could- wonderVwhether he over- 
estimated length of tenure by a fourth,'^ \ ^\ ' 



Brewster's summary language reads, ^'In' the belief systems of the 
19th century America, the brightest star was 'a magnificent s^nse of 
d^stijay, commonly called th^ American Dream/* /I, p. 14/ To this there 
Vere three **undergirdin^ belief systems. , . the democratic ethic, the 
work ethic, and the^^^terprise ethic," /I, p. 15/ Brewster's discourse 
on the democratic ethic has become a classic and is worth repeiating: 



/I 



16/ 



This system centers in two beliefs, (a)' all men are of 
equal dignity and \ worth, and (b) none, however wise or 
g(^^d, is good or w'ise enough to have arbitrary power ovt i 
any other. These belief demands include a guiw to free I v 



14 . 



/ / 




^s^etjernAne^ collective ^ehav^ipr. mts guid/ is the conviction 
th^t Mature" and Naturef's Gdd| invests eacn man with an equal 
right/or power to be y4 pi^rtlti^ant in deciding on what rules ^' 
all mfist observe for/ the sake of their mutual well-being. • • • 

I • / ' " ' / / ' 

For llhe work /ethic^ the "key component is Lhe^cionviction that striving 

for excellence in all ^ploynient^ is the proper Wa|y 'of , earning pne'sf own 
highest tpspect and also the r.espect anci esteem M others." /I,, p. 19/^ 
The enterprise bel^efi^ Bystem embraced both an exaltation of capital 
accumulaoion and a reVectioi of governmental limts- tol the "entrepre- 
neurial freedom of 'p^^P^^ietors to run th^r bu;^/nesses ,as they, choose." 

/I, p. 27/ • ' \ 



Such is .Brews/fcerj' s int prpretati^o^ 
easurfcd thei*^ 
of a 4if^eret»u. 
or seilf-deniar 



which Americans have 
notable that theV ar 
Clous self-indul^'enc 
as been \ part of tf»e\^eriban\Dre 
oid the Ipriv^tidns that througbou 
to\soul-shriiiking f^over^y. ' B^t^ th 
material self /gratf^i iCTi^ it! 
cill. . / ' ^ ^ 



ot tne ttOftiefs and valuesyb.y 
/n and others' performanc^ It is 
\a)t)ric thaA those "isms'^of cohs- 
ledoni^m aVd asceticism. 



Lt surely 
o make it\p^ssible for men to 



k^tpry have ground most of humanity 
Is a far^icVy ^m glorifyin:^ 
iAtion. ' Th'^ dtsWnction is c\ru 



ethos. Few paltterr 



The opening qi otat^JjJ 
theme. It uses te minol 
puts it th'at we/ha ^e^^swapp^j 



/ 



,The 1975 SQene^ 



Mpre practiced observers |ma/ aises^s hqw mucVW^ still adhere to the 
19th century beliefs Brews terjdescr|bedi. There is^vito dearth of pundits,^ 
Literary magazine^ are packedWith charac terizationV^ of the contemporary'^ 

after B^^ewster. * \ \ x ^ 

^r Schrag paraphrases a pre^vailing 
vant for this conference,, for Schrag 
itanisml tor consumerism. . \ 



To what extenft doe^ c^dnsumpripm. re 
behav/or?C Probably consi^^r^bly . To s^: 



L^ct s.el f-centeredness in human 
itch i^dioms, is the consumerism 



/ 1 rtiovement. o\ our day oriented principally to pi^i^ately cons-umed goods or 



ve giveiri first attention to 
onmentjal concerns have a self- 



^ For all its ^iebUlousness^»£^<irre$| 
aVe generous ♦or its action? usefut^inJ 
to serve a hedonistic society^^^^JLf tl^|5| 
calling corisiimerism a replacement for 



ERIC 



.to ff6c"ial goods? It does nbt se/em to hi 
.'scho.als or .public 'health. Even its envl 
interes't taint. '* 

ictive [of jwhether i,^ motives ^ 
L itg^ mejasure o^onsumerism appears 
)e tiruJ, Sphrag is justified in 
Ji^itanism. ^ 

And if this be true, it is proper to^re-a^k 'thfe ageless question^.* 
Do we build a sti^ong nation on material indulgence? What* gods dp we> 
worship?' . . I . . 

Nevertheless i it is time* to climb the solid if slippery rock of 
economics > ^ven though there be. philosophical or even religious precepts 
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upon which to choose non-material ' values , jeconomic forces will act to 
bring t\)e issue into focus faster than any -religious or philosophical 
teachers cari do, ^ 

In ,a sententious word, fnany scholars now warn that the age of 
affluence is past, for ourselves and ^f or the Western world. The logie ^ 
of the c&^e ;is cap;suled in the opening quotation from Hubbert. The 
.last severa.l centuries have been a trVly exceptional period in the 
world's history. Geographical and technological explorations combined 
to generate a physical productivity of Nincredible scale. We h^ve 
occupied ^11 the land and destroyed somey. We have opened up the most 
available mines and h^ve emptied many. ' have pumped a few U.S. oil 
fields dry. Although Middle Eastern/ coui\^tries still have scatcely- 
\apped pools fc^ey ha^e learned xthe economics of oligopoly., , . / 

\\ 
And even though material affluence need not co'nvert mankind to 
philosophies. of self-indulgenc6, when wbrldly goods are plentiful the 
conversion comes easier, Furthe^tmare ,/if th6 American DreaiA does not 
materialize, those philosophies beckpa temptingly. 

Three\ summary points follo;^?. ' ^ 

. \ \ V \ 

First, not even the most alarmist economists foresee sudden priva- 
tion, bur nation remains re^ource-weattViy by any standards extant 
prior to, let us say,. World. War TI. Th^e are not doomsday forebodings. 

Second, the pitfall lies in the difficulty in reversing "a tourse 
a course, in both personal philosophy and economic policy. It lies 
in changing our individual thoughtf patterns and value systems .and" the 
accompanying social-and economic^ in^itutions. As one author expressed 
it> we now face a ''revolution of declining expectations.'* 

The thirS and final -poinf relates to the nature of our economy* . 
Our whole economic syscetn was conceived in terms of expansion and 

^growth. Economists say that ecdnomics"^is the science ok scarcity. The 
assertion is not laterally incorrect but is highly mis^^^ading. Our 
economic sys^tem, and Social ^system, 'too^ is set up to deal with scarcity 
not, by apportioning iit i^ith somelequity but by relieving it. This* 
dedication aqd this confidence also are a part of the Ajnerican Dream. ^ 
if Brewster addressed it more by implication than diijectiy, anotheji: 
distinguished ulemorial to the goals of bur natioji was forthright. ^ In* 
the statement, Goals for Americans , drafted^by an Eisen,1iower <JCon\mission, 

'Economic growtfit \gas named as a basic goal, as was technodo'gical change. 
Goals "for living conditions, health; and , welfare were 'e:dptessed din 
terms emphasizing physical facilities and services/ /2/. 
t • * , % ' ^ 

In our national histor^ we have striven 'for expanding physi<?^l , 
productivity by applying eVer more ingenious technolog^r to develop re- 
sources and convert them to -physical^geods. That we ej^f^ited deplet- 
abl*e resources at accelerating pace ts well known, Wh^t is linder- 
appteciated is that , during .this phaae in our national life the resources 



themselves i^ere plipost costless. The only charge paid by consumers was 
the cost of extraction. We even went farther, by subsidizing some of 
that cost. Threats of^tnonopoly pricing of resources were almost dis-* 
regarded, for how can such a price be attached when new land or ilew 
^ mineral depositi^ await ^he explorer or developer? And pi some cabal 
sought , to create artifi.cial scarcity, in 1890 we passed a law saying that 
would be illegal. • 



To repeat for emphasis,, our economy, like our personal .philosophies , 
came into- be*ing during an eta, if not of realized abundance then of 
pervasive confidence that abundance would be achieved. In that setting 
of actual ^or promised plenty we recit^ the words of the Ai^erican, Dream., 
In that getting, the Dream could materialize more readily , fots^rsonal 
aspiration >^d individual freedom are accommodated more easily whe«u,there 
is relative ^n^i^^ial abundance , and ^especially when it is shared in some^ 
thing close to eg^i^itari^an ratio. ~ But in /a paradoxical contradiction, 
in chat setting it is also tempting to drift int,o renunciation, turning 
to se>^f -centered ^mate^ial values* , , * , 



That era of actual or imminent abundance is ^nded. We ^may try 
desperately to restore the previous temp^ of grgwth, ifi one last orgy 
of deprivi^ng our descendants of preciobsj depletable resources^ ^ But even 
.that will not succeed fully. We. have got to make a transition. Because 
\Ve will not resource-poor the problem is not of early privation. The 
pt^oblem is of reconverting our personal values. JThe prc^blem is also of 
read'justing pur socia^ arid ecotpmic • institutions. 

If deplet^ble resources were once almost, a free good they not J 
so now but capable of talking or^ .monopoly value 6f anti-spclal pr6{)ortion/ 
And if it was not too^hard to ^hare the opportunities of an expanding / 
economy wl^h som.e eqully, it will prove much more difficult to bear the/ 
limitations of .a less thriving economic system with acceptable fairness- 
and .e'quity 
terms of '*s 
duce gener 
share this 
possessiyene^s^ ^ 

Th^ /beliefs and values upon whichlindividuaL man striyes for signi- 
ficance# The America^ Dream.. Perhaps ^Vhe^ 19th century American Dream 
jWas not eoitirely generous, and perhaps , rti*-d(>^4, ^^^^ final quarter 
of the 20th.. But wS^ave not, found anUcceptaD|e replacement • Not 
liedonism nor its polar^ opposite of asceticism, rleither Puritanism npr 
consumerism, is that replacement. The Izist centmry will be upan us s.oon, 
but we have not begun ^o reformulate thi beliefs/and values to bequeath 
to it. It is time we iid so, 




itlzens'. Donald Michael says we should think in 
vation." rte observes that disasters normally pro- 
pfulness and sharing, but then warns, "If weMon't 
there will be bitterness, theit, greed and " 



wil^ 
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ABSTRACT 

> t 
MILLIONS^ OF 4eRICANS CHANGE THEIR LIFE STYLES? 

Marcus Felson , ^ 

issistant Professor 
Department of Sociology 
Program ih Applied Social Statistics 
University of Illinois at Urbana-Champaign' 



Suhpayy of Si5eech 



^ ' N^il lions of Americani 
and mbst Amerijcans change 



/ 

change their life styles somewhat every ^^year, 
their life styles dramatically over the ^piourse 



of . ^IfgtJ^kives/ Therefore it is by no means unfeasible or unusual' to 
expect-Jbj^t^heV changes in ithe ' future in responstfi to economic and social 
pressures. Still) open to question is (1) whejther life styles which mini- 
mize environmental pollution and energy consumption ca^ be adopted with 
linimal political Napheav^ 4nd interference with everyday life, and (2) 
ri^V quickly this 'can be cioi)^e. ' \ , , 

^ Life styi''irfs cannot c)^ange ^too quickly or easily for several reasons: 
(1) ^tlie average famly ffnds itself locK^d into basic obligations -- to 
get to work, to ma^ain a houde of a cer^in size/ in a certain loca/tion 
with only so xscac\ insi^lation; (2)^ so much capital! is already invested 
in^ inefficient systems. -- you cannoj: throw away your furnace and get a 
new one, insulate your liouse,, cut down on your wipdow space, <and buy a 
Ivmore efficient alnd Smaller car all at onib^ ^or can triie whole society 
.dispense^ with billions of dollars of ca|//ttal a|beady invested in a sub- 
Durban life e^yle, built around the automotil^ 
>lanning for^X!the long rup," 

\ / ^ ' j i\ ^ 

What, can b^ done' by policy malj:eM? trying to turn the clock back wi 
>t work --Njcgu, qannot pretend that oot cities are dense as Manhattan 50 
iajrs ago and that rapid tr^nslrt will take over the jot) which cars now 
Irform* Nor can you pretend that the' government of the U;iite*d States 
hd^.the power to arder the people to alt;er their life stytes. Even where 
it\,cioes have the power, judgment is of tfeA*^\|king. On the other hand, ^ 
yoft cannot assume that tlie market alone i will {achieve quick, politically 
deiirable results, however effective it 'is jfh^^the long run/ The dilemma 
is jthat political power works fast but while the market works well 

bu^ sloifly. ' AC\ '^ 



jady 

(3)" consumers have troubl 



nt 
pe 



Any successful* energy program depends on pertain prinoipljes: (1) 
public txust is .essentMl r.- this me^ trust in honesty of one's leader- 
ship (w^ich prevented Nixon from succeeding with an energy poli'cy) and 
faith in their brains (whidh" has so far kept President Ford from winning 
a consensus for his energy^ ^policy) ; (2) heavy investments in expensive 
new rapid transit and ,other'obsolete. system^ must be avoided current 
public facilities must be used efficteaitly 'rather than discarded; (3) 
keep i-n mind the fact that coYisumers are locked into their current co^i^ « 
sumption patterns in the short run'-- energy taxes turn oyt to he puni- ■ 
tive in the short , run, howevfer good they are in the long run; (4,) r^wai;ds 
work better^ than punishment, especially when the recipient "^can' vote you 
out of office; (5) the environmentalist-business conflict must be avoided 
-- conflict politics'of this sort cannot solve these problems and will 
jjrobably tie Washington into knots for anojther several years, with the 
environmentalists ^ultimately losing the battle and the country losing 
the war. ' ^ * • 



Proposals 



/ 



My main \prop6ial is an old medicine m larger dosage. I favor sub-/ 
stantial tax ji:reditis or reductions or eveh'subsidies for capital infvest- 
ment in insulation, more efficient home mr conditioners and h'eaters, and 
small cars. ^ The entire tax efut should b^ put into such a policy. The ' 
greatest incentives should be put into small capital investiitents which 
havfe major significance in modifyin^'art existing system, e.g. purchasing 
an electric pil\ot li^ht for a gas futnace.- The erttphasis should be on some 
immediate rebate or price reduction father than making people wait until 
income tax time. ' ^ \ * , 



The«emphasi« on small cars is del\iberate. Detroit is'.coming to fayof* 
them (they have no choice). Small carls pollute less 'eve^ without adding 
anti-smog device, and th^y reduce energy cojisumpt^ion at the ?a"tn'e time. 
Thus, a small car tax bettefit if some sprt would have something in it 
for ^Imostr lall parties in the current n^tibnal controversies. I would/ 
add. to this tax benefits ye^ly *for operation of small cars.' ' , 



The,same principle of encouraging riew capital investment in existing 
technolb^y would apply to. i^ss transit, too. , There the emphasis should 
be on bu^s rather tljian anV sort 6f trains or subways, since buses use 
streets al-ready there and are made for lAw-dens'i^y American cities, of the 
1970's. Also, buses, are not as- likely td generate the pork-barrel poli- 
tics and delays involved with buildiytg subways., ^ * 



REMARKS fiioRE lIlE 

AMERICAN COUNCIL ON CONSUME^ INTERESTS 

, TiOuis Engman 

' j Chairman 
federal Tr£^de Commlssic 

I'm alwaU happy to have t|ie opp6rtunit^y to ta).k to people sL^/is 
you who are'ajctive la consumer groups and concerned with consumep^^^er- 
ests, becausW I fee^ that we l\a|e a lot in common. In fact, I think 
th^at I spend] just a/^out (every d|y, and ^lav^ spent just about every 
day of the pcist^tWo yeai^s, takiAg care of a friend of yours., I suspect 
that some \>f you may have been unawairf of my good Wj^ks in t^is area; 
so, you ce'tt iinly havent t been alone, because as long' as your friend, 
that frierffl of ours, is] around, 'as long as he is alright, there .really 
isn't too tauch cause toi notice him. It's when he's not alright thd^t W)u 
lotice him ands when it's come to the point that he's gone tVit 



The friend fhat I'm talkJLn 




start, to 

you realiie what a friend he really was. 
about is j^alled "competitior\." 

Yqu knt>w, we Americans, I think, have some very strange habits ^^f ^ 
speech, particularly public speech, that if someone makes a wise obs^r- 
vation, we tend to adopt, not only the thought, but the actual worlds 
in Which /he frames that thpught. Then these words i3ecome repeated and 
repeated/ and re^peated until somehow they become fused together into sdme 
kind of feymbol. That symbol then become^.part of the linguistic currency 
and is riassed from' lip to -lip lilce a chalice from which many drink but 
into which few ever bother tq look/ - . . • | 

How many words or phrases can you think of, which summon immedi^t^., 
feflexive, normative judgments in your mind? I can think of dozens. We 
laadour political vocabulary wfth such heavy, conr^otative • byrdens that j 
^'the words themselves surrender thei^ meaning. The Words become little '^^ 
more' than normative signals whicii bypass the mind and appeal directly to 
our reflexes. And that's realiy not a very novel observati<^ns because j 
we have a teW..which describes the penomenon |tlie term, "knee-jerk J' j 

When lUas/a kijdjone word almost universally treated in,, this fashion 
w^s 'the wc^rd Vcomra^nlism," At 12 years Aid I had very little i2ie^ of whdt 
communism really was), 'But I regarded it the same way I rega^de^d polio. 



It was eviL, It was ^Vccn, it was. slimy, and unless I hated j.t adequately, 
it would come sliJthering under my door at night arid turn my. min^ into 
iell '. Now cs^mmylnisin as T thought of It b^ck then was not a worci whicl"^ 
dcbcribed a concept, it was a negative value symbql eliciting a reaction 
which was totally unanalytic. I mention this today onAy because at the 
same time we allowed, and we allow today, other words /to acfquire tfhe 
same kind of ^l^^aracterist ics among them the phrasel***'free-enterprise" 
and the w.^rd "competition," because, of course, free /enterprise knd 
competition w^rc good, Freeenterprise ^i:id competition made you wholesome, 
they made you free, they made yob rich, they gave >jou strong teeth, 
curly hair, and even funny papers on Sunday morning. But in the rote 
repetition of their virtues, I think that we lost sight oT why free 
enterprise, why competition did all of these things, and, ^ some extgnt^ 
in >the process, we lost sight even of what they were. While we knee- • 
jerked in unisoh over^^-tKe^ bounteous products of o^^ fr«e markets, we 
were pem\it ting! those markets tp be encumbered by ^^11 sorts of things^^ 
We .were blinded^ by our own rhetoric to the fact that what we were saying 



ing 



and whatlwe were^doijig we're inconsistent; blinded to the fact t^at i 
the fina|l analysis, the. tree market is^ our best guarantee against r 
firices . / ' \^ / ^ / 

/ Itisnouldn*t really have to take an event o.n the scale/ of the /)il 
eirtDargo'hiy an internatHonal cartel* to call people^s'^attentfon to the 
fact that 4n. is only throujgh vigorous^ competition that the. consumer^ is 
assurej^/of getting goods] and services aa^the lo(?esf epon^omfcally possible 
pricp^ It shouldn^t take a stifled, Rationalized tndust^ry to demonstrate 
how mucri innovation and how much technological advance is dependent 
competitioii. We^shouldn^t have to withers government misal locatioli 
f resources ih ordejr t;o kp^ that i^^is only through qoippetition thait ^ 
we can be sore that the Vcarcest resources of our feoci^ety are being al- 
located i.n accorU with society* s vai^lies as reflected in ojiir willingness 
to spend oui mone^. \ / \ ^ , * / 



\ 



Now these are ^h^ wonders that /competition i^ccomplishes' through the 



device 6£ denying' rewards tb^himijho prqJyldes the 
y litt 



'simple, but cunning 
consumer with relati 
prld that power to^tiithhold 
zine which those/<mo dpv battle 
:o take when it can ba^>^oided. 
^at avoiding it. There I ,catl^assure you, very few methods ot jreduiing 

the if'igors of CQmpetitioiy,which some AmdiHLcan businessman has not dis? 
covered; and tried, and so^e ^gther l^sinessman not rediscovered and re- 
trie^. ' * /< 



satisfaction. An^^put there in the business 
ajrq is powerful medicine. .But it is medli-' 
the ^fi'eld of business are disinclined/ 
ome of those people are. very resourceful 



A. 



. Some sixtfy ^years ago the ''o^gress decideB that^.t*he basinessins^n* s 
lov^ of free enterprise, ^but hat|bed of compbtititon, wfere^botJfil sufficiently 
ingrained'in human natur^^to^ waura^at institiljtlonal accomodations, and'so 
Ch^^Congress established I the*^ Fe|ei^| x^rade qommisy/sion, aiid among other 
things, charged the Commission with ^Iwarning t^jbe vigilant. in the 
guarding of market freedom-. Injso doling, th'e Congress reaffirmed the 
view embodied sonia twenty-five /cars before in yne^Shermati Act,^ which ' 
w$s that if there! wer^ les^is freedom, tl\e4e would be l^s^nterpiri^e, and 
if there were less enterprise, would, ^ all of us, be worse off- 

i - ■■ . I 10 \ ■ • 




• Now the weapons which /the "FTC wa^ armed with were the aijti-dru^t / 
statutes and the power to ifove against unfair and dece^Jtive riracQces in/ 
the market place, /ind though • the Commission was given somewhat more 
than a whistle, it-'s role, in a very meaningful sense, was an^log,ou^ to 
thaf of a referee. Now today We still, 1 believe, have the need fo^ 
continued vigorous-, anti -trust enforcement, pe^fhaps more than ever before 
and for all the other sorts of market survei^ Idnce. But today we also. ^ 
have another need. Because-" today we have Ifnother threat to competition 
over and above the-threat to competition which derives from private col- 
lusive arrangements or pri;^e- fixing arrangements or what have you, and 

/that is a thfe°kt which in, all tod many- instances is.already ^ reaj/ity. 
' That threat is the thr&at of unreasonable governmental reguVatioi/.- , One 
really doesn't haye to look very hard for examples. ■• / / 

• Our, govetnme,nt, in its zeal Co control the natVon'^ tr^nst/ortation 
syatem, has laid- down a roadbed of regul-ation which our commoi/ carrier? 

'have ridden to thfe brink of bankruptcy and i,n some caseS bfeyond. /^nd . 
whit do- we, the^plbblic, have/to show for it^ .What we have are tfi^j 
fbfesllizing bones of a dozenVor so rail {)asfeenger services, what we have 

airline industry which i\ almost totaHy d"ependent on the fed^ral^ 
/Government- to protect it f ropwould-be competitors willing to laV on 
'service at substantially less/ ttep the prefvalent price. In fact, 1 thitik 
//ithat because of the^so-calle/l rekulatqfy -protections which ba^e be^n 
fltfvished oi^'it over the-^,6a/s, ou»^ ^irlii^fe industry has become like ^. / . 
I "knight-in-4nnor" who is so safe Sjat he /cannot walk and has to *e / 
hoisted bnto his horse wtt-hra-i^rank Th4 unfortunate i^art about it is 
that Chefpubllic, meanwhile, is e^je^ted, not only tj pay to'keep th^t , ' 
\ armor sWiny,]but to! pay for the o^Watlcn of the crfne as well, /^nd" 
\ furthermore, at lealst untH very.reVently , there ha^, been no such thipg 
\as. prid? comriet'itidn the inteVst^te airline industry. The only choice 
which we wery givei)[- if' we. were going to. fly someplac.e was whethet we would 
prefer to fl>( Trixfe, Chei'ryl, or more recently now, Bruce. ! 

Then we |iave /the Pefitagon tfie "gWernment ' s biggest spender — paying 
a buck-and-a-half/for f iscrewdr%r th^t it could actually be buying for 
a -buck and why? /, Becaii^'e there'b aUgoverhment regulation which says it s 
against the nacicinal injterest to bu^ military mater;Lel abroad. And,, in ,i 
fact," the Federal. GoveijUient is Ut Vhe only Offender. 

^ We have s^ite ' regiilation wlic'v permits the Calif ornl-a Milk Producer ' s 

Association to \aump 4^0,000 gallins^pf fresh skim milk into Los Angejes ,^ 
Harbor. Why? /because that association didn't like what that milk might 
•do to prices iiUt we/je dumped oA 'the marke,t instead. Ano we- have pro- 



feJ 
vis 



to iJrlces tfvit wepe aumpea ou mai..^^,^^>.--w^- - - - . 

ssional associations hiding thdiA greed behind a. facade of state super- 
sion ■ Is in th^ cail'e of the Ar^inkton^ County, Virginia, medical 'sbciety,. 
recently opposed /trieasures to publish d^jctpr'e,, fees , and.in an in- 



wtijch , ... 
credibl^ candid statement, as itjs 
Hhy, thon we woiil^ have people shopp 



),esident explained, "If we d|d that, 
ng around for 'the\ lowest pr 



in short, wha\: I'jm saving to yfu M nqcj« is that\ for a Aation that 
is troutled with gicatlLcoLmic prokems % ^7ejare ''iX-^Tli'^ltiln 
StrangJgovernmeAta^ p<|ici1es aggravating an already diff^ic^ilt si uation. 
Why \Ly dp we hav^ tofrai^^^air lirie fares when we have plane^ flying 
arqundjhalf empLyJ A^y do ^have tlo^^pay five times as much foj the same 



1 



dru^ .Tfs mvl f\t^^igHt bjr , Kist , bt» causae we happen to w^lk into different drug- 
stores^ \4ny should it he cheaj^r to fly from Washirigtori to .Richmond, 
Virginia, ^dnd then baclc to Washington ahd^then to Denver thsln to fly 
straight i4>m Wa^Hirtgcon t ^ Denver? Ifliy must we. send empty trucks 
scurrvioi; nr und the country uhxtn there is freight vJaiting to^be delivered 
and we are t^^ld wb must save all of the 'gasoline we" can? l«/hy'^oes that 
government of^ ours pay a back-and-a-fial f tor the screw(iriver it could 
buy f.>r a Jollat? \^\y do we let some manuf a<l:tqrer? fix prices on retiil 
saly^s/desplto, our ant i- trust laws? . / ' , 



Now you don* ^ have to go'-*very tar befote you c^n find someone who 
'will givti'lvou an answer to a^ 1 of those questions. But when they do, Tet 
' me su^^esc. two more questions whioh you shou\d/put to them* First of ail, 
; is it wo -fch it? Anii the second question i^ whose tight is it Co c|ecide\ 
j whether LjtU worth it? My own vi^wMs that it fs rvarely. Worth it;,th^ 
/''in|most Ha'ses, the cost of Ihe kincis of regulations which qreat^ tl,ve- 
anomalies! I've just mentioned are great^6r than the benefits; and that, 
in any e^ent , it is high time we made the (costs and* t'he benefits^ known 
to- the A^nsuming public so that the 'consuming public can ddcide f^r . 
itself. * • ^ 



In .tod man/ instances ^iDve^nmerital regul^ation is no less competitive 
Ithan priv/ate^^collusion,' dor are i^s consequences distinguished from ihe 
consequences, oi private do 1 lus ion ^ai}^. price-fixing. Now it .may be, ^ ^ 
oas some would nrgue, ^that in some of 'these ^reas the government/ Was 
originaYly called-in to correct a 'legitimate ecoi^omic ailAent./ i; ^ 
frc^nklg/ dbn*t know that I necessarily b^y that, but even if it/ is true, 
the government has' turned o^t, in thfese .instances , to be t;he doQtor vho 
came' to dinner and wl>o stayed, and is In the process of eating us 'out 
of house >nd home. It is too bad that it has taken double digit infla- 
t iv>,n \o 'rf^jnind u^ of that, fact because I wbu'ld've hcjped that it ^should ^ > 
hav^ been clear all along. But the^e regulatory policies ,to which I've, 
ref^red, though IcostLy and irrational, will not easily be dismantled, 
be9ause therfe are pawerfujl .interests both private and publjlc 
whi^ch will fiftht for; thetr .retention^ As the econdmic issues become 
mixed up'with the politics^^of pur legislative process, as they inevitably 
o^ tK^ f ew who, have^ a lot to lose will'S4>eak more loudly than tKe, many " 
o have a little to gain^ And -moi^eover, even if the po.liticaJL obstacles 
c<h^ be overcome^ change^ iti regulatory policies will hot bring lasting 
benefits the public UViless we develop a clear understanding of* the 
etcnomic and social factors which brought about this ex<^*essty^ reguiia- 
tiojnXin.the first place; because if we do not, those factors ^iXl either 
persisst or tecur ^and our economy in due time will fall prey to risgulatory 
recidivism. So very' brief ly^ ^le^t me, ask, what are the origins or\sojie 
of the regulations? There are 'all kinds of reasons giVeti. 
' «• * * ' ' * 

It is argupd that some were enacti^dsTp protect infant Industrie 
some to protect consumers, s6me ^<^r national 96c\irity purposes , ^ot^hei^s as 
stt^aightforwat^d concessions to raw, br.U;t^ poHtic^l tfRo\v]er. We h^ve 
re^ulatl^ons fco protect, regulation^ to prmpte, regulat 
regulations t^pr.>hibit, 'We have f ^d^r^l' irjigillations , bXgte .tegul^ati 




4ocal regulitions, and regulations enfo^Md by professional associations 
wrtlv Che cohsent of the governmei^t, 'l Suggest thaf while our regulations 
have many ffachersi they all have the: same tn6 the r', ind that is t|ie belief 
tliat somelidw government can do it better. But experience has shovm us 
tj^t this ps an /inaccurate belief, an inaccurjiite perception, tkxai it ; 
Was a percjbption/that, I suggest to you', sold and sells the market place 
short, I • . i 

f ; / ^' / . / / r 

IJutj th,e filet of the matter is/ that if we/ are going to 4>e able to 
^persuacie the pul^]4c to put more fcVith^in the raar|ke/t place, to. in effect 
permit meaningful competjLtioB<" wh/bther it be, in airline industry 
or wherev^r^else,' we must^^ce cdrfain that th^i market place is,^ in Sj 
fact, operating, and operating wejl. In other \'ords,..if I may turn a ■ 
full cincle, we will not /be ,able to rid ourselves permanently of the 
burdens pf regulation un^esd we have mor^ vigorous anti-trust enforcement' 
in th)? future. Because it simply makes no sensfe to^talk about de- * . 
regulat^bn without , at the Same time, talking ^{bout anti-trust. It will 
do no gjJod to clear the decks of government obsta'cles to 'privat^e comp^- 

llnless we alsd insure that govrernment sponsored cartels apd price- 
will not be r^laced 'by* private monopoly and private e^pl^ottation, 
t, in a nutshell, ts the role of anti-trust enforcement. In,* a 
I loot upon i^^as preventive maintenance for a .free ecortomy 



titloa 
fixing 
And t^ 
sense 



break 




[Regulation and ^nti-trust enforcement are alternate responses to 
^downs in the free market. The difference \B that the latter, anti/ 
trusri enforcement, I chii^k provides a cure, while the former only ^le- 
distri/butes and compoun4<3 the cost. And t/hat Is alsojwhy I "say that ft 
will\do Httle good toj deregulate unless we take* fully into account^ot 
-.>oi>iy^the/ecot>oi^i^ bat Che scjcial; origins of that jregulation,. If 



restore |comp( 
onl}^ pave th( 



^tijtibn, 
\ Vay^ to 



bu^ 
an 



fail to convinde the public. .of that i|act 
other rou|id of regulation at a later''date. 



Today, in ApiJil 
a period of ec«i)nomlc 
have led I tof increased i, 
to greater /kinds ol^ regii;lat^o^s 
I '\Now,- thr^ujfeh all 

roo oltet\^r fihe results hWveTb^en 
ours surged ahead l^ke luxury 



of |1975, we 
haX\d time'fe, 

thi 

ilat 



cryel ' 



in the United Stktes are moving through 
In thii past, s'iAiilar circumstances 
government's .involvement with^the economy, 
tf the ;<inds that I've just mentioned.. 



or\ this|, t]^e^nber]^t mi|y hav5 beert compassionate, but 



As Ipng as that economy o^ 
^nerJas long as that pie kept getting 



N 



biWer anH bigger, the ijnequiticfs -and the diseconomies of our actionk; 
weL matched by a s^ead>^ rise in/our s.tfandard of living. But toaay thkt 
lu3diry Uner of our^ is l^liadi iiJ the V^t^r, at l^ast for the ^tj^me being; 
and that pie isn't detting^ ajiy /bigge 
elieve that ihe lir^er jt^ in|*a]fiy* dap! 



it\Ls time ^that we 
at*e overloaded, ar^d 
^11 across this coun 



IpoW to t 
some thin 



ijoard one of our heajvlest b> 
inefficiency, the.bu|rden 



Thank you very 



logi( 
/has to 



:s would do 



an>tnore,. While I don't really . 
er cf sinking, l' suggest to you that 
of the lifeboat lawyer; because we 
be fletisoned. I think that *:onsumers 



^ell if we, could throw 6ver- 



juich. 



rdens and *that ,is' t^^e bur4en of selfpimpose'd 
ekces'sive governmental regulation. 
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Despite the apJp.ar^t concern about cot>sumerlSm7^ssue8 by ^variiua 
consumer groups, i^ aplpears that much ofl thl$ concetti has 'been baidd on 
speculation and casual obervations. There ; is a pailfcity of empiri<i,al 
research regarding ^titudes toward consuiperism. This study is the 
first to assess the attitudes of business p^^ople, consumers, and co)ciaumer 
ists toward several important consumerism issues. ^ 



f 



Conclusions ^ind Implications 



50S- 



A majc(r conclusion drawn , frpm this"" 6 ttid>^ is 1ffif9;t the attitudeV'of 
businessm€^n, consumers,' and cortsumerists appea^ to 6^ "oistinctly dl\f- 
fererit from each other ^ in all the »subareas of , consumeriinn with the 
sible exception of the environment, tro-b^srness and prorcdnsumer 
spokesmen pften ^re in an lendless debate, vith ^ach oth^r ^that each gt^up 
best represents tl^e consume^. It is apparent from this st^iid:*^ that \^ 
neitheti business people nio'f:^ consumerists closely repreWt^\^th^ vj^s 
consumers tal/ard consiimerl^m issues.! However, Aa three ^ five 
subareas of cotisumerism — tnroduct infoVmaMW^ Advertising,, aM the 
envirorapent — consumei^ .attib^de^ w^^jce cgnp^rab^y close^^^o t^e ^tt^- 



tudes of consumerists than to those! 
consumers do[ not share Ithe views o^ 
imposed^a^ejty standards, the di^fic 
tion, government regulajtion of bus^ljn 
poUutioi;! c^8ed by busin'efe*!^ 



U)n the^pt^e^ han^ 
ipnsumeri^ts r^ga^ding gov^^rn^ 
Ity pf o^tainiW Woduct in^^ 
IS3S, j^nd l^he amp)ii^ <Jr w^ *■ ' 



\ 






/ 



\ 



This results have- important ^jolicy itnplicat io^i^for consumer groups', 
politicians and business peoplg, Oonsumer groups shobj^ try^aruer to 
elicit and thmn represent the^ views of consumei^s, feroaaSj^ased|, studies. 



are needed so^^at consumer groups can mo^re accurately refl 
of consumers\ *Since consume^^s do ^not^upport government regul^s^on *as 
strongly ^s consuraerism^titer^turQ purports, stronger m orji^ Jf £ec^t1>ve 
selfrregulatiqn by industry may- be k way to reduce consunBrxotnplaint^ 
ana\ avoid further goverrmetlt contro-ls, Qowever, donsumers* jfp want more ^ 
meaningful product ^ i/tiormation at point of p^urchase^ , Another conclusr©^ 
is that cQprective advertising i? supported as a me^ins of re'aucing in- 
accurate adyfertisfn sumers- view product safety as. less of a prob- 
lem than^^consumerists which. may suggjest the cogn^umer group's minimize efforts 
fn if and^^once^tm&e on areas of greater concern.. Since consumers and 
. vConsume*ris t\ hav^/faitly similai;; views about the environroanty this 'might: 



be the, ba§is for increased consum^t si/pportN^f consumer 
o greater impact, 




. ERJC 



- abstVacted by KaHu Hvill ' 




LEVELS OF TAMILY FINANCIAL. MANAGEMENT FUNCTIONING 

\ ' A MULTIVARIATE A.NA\YSIS 

^ Moira Jane Barnett ^ 

xPennsylvariia State University 



\ A major concern in the field of family economics is "tl^ ability 
families to successfully manage their finances. Finana^^ outcomes 
are^^e^equent of certain specific behaviors of families relating to^ ^ 
a'coihplex <if interdependent variables which are basic tp filnancial , 
management, "itilju^ijtivelyy , and from the body of the iiter^ure, these 
variables identif >|| t^iemsel'ves as Jthe debt ration, the length of^ debt, 
the liquid ass^i v|pld^t|ig^and insurance coverage of families 

These varipbl'es ate\fi/^t}iiiently discussed in the literature as 
being unidimens^m^al aspects of fitiancial rnanagemept^ ^bearing no r^\a 
tionship to andj hfei\^4jig^no depend] 
Frequently, the consideration d 

elude that it is che sole cause fof a cettain finai^al outcdme 



3Ln^ o*n any of the other variables 
eAch variab iads the reader to 




^ short, the literature generally |^t4;ributea certain rfe^ative values of 
each variable to success or dysrynctton in financial management with- 



^out cot^idering the effect of each variable upon the^thers or the effect 
of the interrelationships of variables upon the consequent financial 
outcome.' ' ^ 




study at<*-etnDts to interpret family financial management from a 

multi-dimfensiooal ,viewpdinti. It^ recognizes that behavior of a. family ' , 
in r^l^t^ion to one varlaVle cannot be considered an adequate explana- 
^piv 6r:. caiise of th^ otj^jfeTved financial outcome. Rather, all variables 
/reacir'' together and, thei^efore, the combination of variables resulting 
/ from a family! s financial behavior' should be e^xamined in order to ex- 
plain the financial outcome. ' 

, , \ \ ' . ' 

three .l(evels\)f family financial management functioning .have been 
developed in this scudy to Veptesent thp outcomes of different combii;ia- 
tions of the variable^, debt ratio, le'ijigth of debt, liquid asset and n 
insurance cove^rage. Tni^s study explores, the idea of identifying the 
combinations df variables '^and the values of the variables which can be 
\^sV>ciated wi|h each jlevel of functionjlng. , \ 




• - w I 
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I Different behaviors of families produce different •^combinations o/ 
vari/ables, which, in tutn, means ^|iatvthe families are operating at\ ^ 
certnijii levels of financial management functionfrtg. &v identifying the 
c^imbinat fons of variables which are associ'ated with eacjilkvel of func- 
tioning, it is possible, by having relevant knowledge of a family's 
finanblal char^acteristics , to predicjt the level of functioning at, which 
it is operating and hence, to determine whethel:' con;;ective action and 
guidance is advised, and, if necesary, ^ha^t that actiim^ight be. 

^ lAt the' same time, the financial behavior of families is not constant 
Decisioajs ace frequently being made which may influence their level of 
functioning: By understaq^fiing the componenrts of 6ach level, it ,Ls also 
pcvssAble^to predict or anticipate the effect of a behavior resulting 
.from a major financial Jiecision. The effect of such behavior may be to 
rrnrse or lower a famiiy*s level of, functioning or to leave the. level un- 
changed . ' ' ' ' ' ^ 

« . . . ■ \ • . • • . 



DEFINITIOM'OF VARIABLES 
Level of> Family Financial Management Func tiding 



As le^vel of family financial manageme^j: functioning is a concept 
de-veloped in . this s tudy^ the^e. is a need to define th6 behavior of 
fan Hies operating at each lev/el high, intermediate,, and^low, 

(a) A high level, of family financial m^nlagement functioning corres- 
ponds to |:he^fVrst debt repayment behavior described iril the financial 
behavior checkl\is*t. (The financial behavior checklistiis described 

Eth^^ section: Description^' of Instruments.) This islthe b(ihavior 
ere fanjiltes pay all their bills when bfiey are due and th*ey -always 
t^e enough money to do this. \ 

(b) An intermediate leve^^ family financial management function^g 
corresponds to the- second and thlr.d.debt repayment beliaviors described 

In the financial T^ehavior checklist. The second behavior is where 
families pay all th^ir bills when they are due but in order to do this 
they have to "tighten their belts ."p. (This means they eliminate unneces- 
sary or extra^ items, such as ^e;xtra , foc^i or clothing in order to have, 
the bills taken c^re of that month.) . r * 

The third -behavior is where families usualjly pay all the*ir bills ^ 
|when* they are due.^ .^ome't ime's , in ordi^r not to cut theijr budge^t, tbfey . 
have toilet one or tWQ bills go to tl\e following month, (This means 
they, have to leave one or two' bills unpaid so that their l|&VelPdF^liyT 
ijng is not lowered.) . • ^ ^ ^ 



♦ (c) A low Level of family financial management functioning^ correjS 
ponds to the^ fourtH -apd fif<h debt^jrepayment behaviors describeid in \ 
the financial behavior checklist. The fourth behavior is w^ere families 
usuaHy pay their bills when they \ re diie . Soniefcime^. they cannot mee^ 
one or* two even after " t igh tei(j&og their belts.** * They usually let 

one or two bills go to the following month. ' ^* ' ^ 



\ 





f 



1 ^ : ' ' ^ 



\ 



fa 
due, ■ 



'^e f iftbjl bfehavior is wl^ere families have *'tighteneAu:hieir belts** 

aSsDd^ible, They cannot meet aj_l their bills when they are 
l^heyMwiys have bill^to pay from ptiey-ious months; 



Following the conceptual izati^o^ of the leyel^of family financial 
management functioning as the dependent variable, th'e financial behavior 
checklist wa^ constructed to measure this variable, 

F^amilies cTassi^fiedTt^ into high, intermediate, or low 

levels of family financial management functioning, ^hey were asked to 
check one of five categories on the fiinancial behavior gja'ecklist which' 
best described their debt repayment behavior. For the analysis of, data 
the ^ive debt repayment ^haviors were collapsed into three levels of 
family financial management functioning, ' ' 

Behaviors^l, 2 and 3, and 5 and 5 .corresponded' to high, 'intermediate, 
and low levels 'of family financial management functioning, respectively,. 



Leiigth of Debt , » ' 

The length of debt was the number of months fr£>m the incurring ojF 
-^ent debts to the tJLme of the interview, weighted by the monthly 
p^jrment on those debts. This past aspect was considered appropriate 
-siiice a family's present level of financial functioning was, in part, a 
're'sult of past managerial behavior. 

Liquid Asset Holdings 

Liquid assets w^re defined as pallances iti checking Recounts, savings 
accounts at banks, savings and loan associations, pi credit unions,^ ' 
certifications of d^gosit, U»S. savings bonds, and ether cpirpo^ate or 
government bonds or seclrriti^ or' ato^. O^ly liquj d assets were in- 
cluded as such ('assets could be .i:fnp^ lately converted ifito cash in a 
financial emergency. 



. The sum of liquid assets as defined was tKe daca used iri^^e analysis. 



Insurance^ovjerage 



The holding of insurance waa considered important in maintainir>g a 
high level of financial management functiojiing siij^e^^he co$,t of unex- 
pected expenses could then b^ 'spread over many years ttather than aeces- ^ 
s^tatin^ large monetary expenditures at any one point in tin\g. 

Insurance covera^B^ncluded five arSia of risk, /fctie nature of these 




bein^^th^t they could "not De^nticipated by families and also that 
los(8es,v if incurred, were genially great and^ coul^ s^eVely disrupt a 
family's^ financial management functiorjing. For the purpases of this 
stuSy irvms simply ascertained whether' or not families c\r^ied each 
type \of ins\irance. 



30. 




\ 



The five areas incliaded: ^ , 

' ' • I *" ^ 

' (i) ai/tomobile insurance ^ . ^ 

(b) homeowners or tenantS^insurance , ^ 

(c) ' medical insurance . y \ 

(d) disability income insurance [ ^ 

(e) life insurance- ' \ , 

Debt Ratio ' 

I , Debt ratio* was. defined as tl^e percentage of monthly^ after-tax incpme 
whics|i w^ allocated to debt repayment, excluding mortgage debt. 

DESCRIPTION -OF INSTRUMENTS ^ ' * * • 

Financial Behavior Checklist . * 

♦The financial bfehavior checklist was developed for use in this ? ^' 
^tudy, in conjunction with another study, to obtain information relating 
to the^level of famljffy financial management functioning^ the depei^ent 
v^iable. .^^e checklist represented the verbalization pf families debt 
Repayment bel^sv^ior different methods of handling debt repayment cotlHres- 
pc^nding to the behavior outcomes of different levels ojf Jcamily financial* ^ 
management functioning. ^Tbe checklist described five d'e6^|^^^j^ayment 
behaviors. This included all ppssibLe behayibrs ana therefore. corres- 
pohded to levels of familJ^^inatlGlal n^nagement* functicning ranging 
over the entire^ cont^.nuum. (See Appei^dix A) 

The Questionnaire 

^ The. questionnaire was designed to collecc date ^om familiSes * liquid 
assets, on their insurance co^jerage, dn thelt debt repaymentql and the 
length of time^they had been paying on exiSyClng debts and, fi^nally, on , 
their incQme. 'Th^ information was used to^ determine the "Inoependent 
variables. 

' ,/ HYEOSffi^'AND SIJRI^Y PROCEDURES \ 

£E^ was hypothesized that the level of family financial^ management 
funct'ionlng was d function of the debt ratio, th^ length of debt, and 
the licf^id asset holdings and insurance coverage of families. 



.Information ^pn, all variables was obtained by personal interview 
and questionnaire. ^A random sample of 250 names w^s drawn from a total 
I of 1397 employees of an industtial cotnpany in t^ancaster,. Pennsylvania 
However, complete and usable data was collected from only pS f^ilijes 
The decision to use the employment list of an industrial .^oippa^y ats the 
population resulted in a final sample of families having (ih'arac^ristics 
of education, occupiation; aijid income which appeared common' to ^nany U.S. 
families. Wages comprised the primary income source and. fanjiilies at 
all stages 'of the life cycle, except retirement, were includted. • 



Fourteen female interviewers, traiped oyer a two month period,, asked 
respondents to^ ic^entify their own financial behavior as described on the 
financial t^fehaV^or checklist and also to give verbal answers to the 
questionnaire-. Forty "^seven families classified /hemselves into a high 
Level of functioning, 27 into an interme!;diate level, and 24 into a. low 
level. ^ * \ ' ^ * r \ 

ANALYSIS AND Fm)INGS , * ; • 

A discriminant analysis ^jtechnique was\u^d to test the hypothesis^ . 
that there was a relationship between the ^l\evel of family financial 
management functioning and the independent^ variables. Since this rela^' 
tionship did exist, discirimiAknt analysis could be used in this study 
for two purposes: / . * \ ' * 

' \\ ' M 

(a.> to predict, to which level of funct^Loning a family would belong 
on the basis of its debt, ratio, it^ length of 'debt and its \ 
liquid as^et^and insurance holding^, and 

(b) to find »the variable or variables wl>ich were most important 
in classifying families inj:6 particular levels ,pf functioning^ 



Classificaftion Matrix 



The fifrst output of this analyjsjis^ was the classification matrix* 
Hiis gives the number of correct ar 3 incorrect classifications of fami- , 
lies intJ levels of functioning on 'the basis of the famili^*-' debt ratio, 
length ofi del?t, liquid asset holdings, and^^insuranc^ coverage the 
greater |l;ier percentage o^ ^correct classifications, the more distinct 
are the |L|feveis~. ' ' ^ / ^ 

Table I giveg^'the normalized classification piatrix fot this study 
showing tl\e correct and incorrect classifications. Figures along the 
principal diagonal represent corre<;t classifications while figures! off 
this diagonal represent incorrect classifications. Total correct, 
classifications of families intp their correct level of functioning num- 
ber 62 or 63 peircent. * ^ ^ ' i ^ M ' 

Table 1 shows that for d high level "of fuhctforiing, thei'; probability 
of cotrect classification was .71. In pther'words, -the mode^J. could 
discriminate, between families -at different level's of ifunctioi?ing so that 
families operating at a high l^evel had a probability of .72 ot beiii^ 
classified as .operating at that level. Similarly, families operating 
at a low level of functioning had a prpbability of .71 of being classicized 
into that level. The intermediate level^f functioniagi appeared to ^ 
less clearly defined as the probability for cqrfefct classif icacion in^Of 
that level was much' lower aX .41. This means that only 41 i)ercent of 
families operating at ari intermediate level of functioning wfculd he 
classified into that level and* 59 percent would be inoorifectly ^classif ied 
into a high- or a low le\^^l of functioning. Ihe probabilit^or correct 

*\ ' * " ^ * 
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classifl^jation of families into a high or a low level was therefore much 

reater-than into an intermediate^ level, ilhe table shows that families 
^at an intermediate level had a closer assoipiaticin with families at. a 
ligh level than with those at a /low level of functioning,. This suggests 
that the financial characteristics of families operating at an inter- 
nedlate level of functioning tend to be more sinfilar to thoge of 
jamilies oper\^ting at a high level than those (pperating at a low leVpl. 



^ TABLE 1 \ 

Normalized Classification Matrix for Four Variable^ 
and Three Levels of Functioning 



Actual Level of 
Functioning 



High, ' 



Predicted Level of Functioning 
J[ntermediate- 



Low 


Total 


.13 • 


j i-.tfo^' 


' .22 


J.. 00 


.71 ■ 

/ 


. 1.00 


/- /•: 

/ / 


< 



High 
Inteihned 
Low * 



72 
.37 
.08 



.15 
.41 
.21 



Tptal corrept classifttrarttms— ii*-6^ 
/Percent corr^^t /blas$ificat|ions = 6^1 



Ay^ tes 



^^^^jy in connection with the^ contdiigency f:able prfepar^d from 
the classification matrix, Indic^tfed ^that tlhe discriminant! fun|tiotvs, ' 
determined c/n the basis of famili^s^ deb^^atio, i^gtfToi debt, and 
liquid assdt and insurance holdings, classified a greater^umber of fa 
lies into their correct level of /fu^ictioning than /could have been cor- 
rectly classified by chance. 



of the analysis, t\ie table 

each coefficient represents 
farafli^S-.J.nto each level of 



Discriminjbnt Coeff icients 

V Tab/le 2 presents a most useful outpuf 
of discriminant coefficients. ,The value 
the effect of the variable in c\lassifying 
functioning. 




Certain family financial cWaract eristics can be observed-by leaking 
at the extreme yaluep of the discriminant coefficients ^for each variable. 
A variable contributes most Jto the probability of classification into 
that level of functioning for which it' is tno§t positive. Conversely, a 
ijegative coefficient indicates the extent to'which a variable is noti 
iXkfeiy to be associated with a particular levels of functioning./ In/, 
TaVle 2, there ^re noi negative coefficients which indicates that no/ 



\level is negatively aSsociAted with any vj^riable. Association between 
all levels of , functioning.^aM all varrables is positive but differs in 
Strength. VariaBles whtfse coefficient^ are near zero for any jlevel (}o 
Aot much. affect the pr^bai>ility of classification for that level.* 



An analysis of the discriminant coefficients in Table 2 i^roduced 
tlje following profiles of families at each level of functioning.' 

High Ifevel of functioningl Families with the broadest insurance 
)verage have the greatest probability of being classified into a high 
Lbvel of functioning. Length of debt ranks second in importance in 
Assigning families, to a ^high level; However, this variaj^le contributes 
much more to classifying families into d low level than into a' high 
level. Liquid'asset holdings contriWte more to classification into a" 
high level than J.nto any other level. Families with the lowest debt 
;:ation are*more likely to be classified into a high level of function- 
ing* ' , ^ 



TABLE 2n 



\ 



Multiple Discriminant (Coefficients for_3 Levels 
of FuUctioniilg ^nd 4 /variables 




Intermediate lev^l of functioning . -One could expect that extreme 
values of the discrimihan^t coefficiept^ w'jere no q found at this level. . 
This i^ true^for two variable^, insurance and de6t ratio. However, for/ 
the other *two v^ri^bles, liquid assets and length\f debt, the coeffi- ^ 
cients fox, ap InterAefdiate level wer^ slightly Ipwer than the coeffi- 
cients*. of. .th^ next lowest .^yel. . , ^ ' 

Possesslc^n of insurance o)pntributes most to "the prdbability of 
classtficatlofrtnto this level,' Of lesser importance is the ,debt ratio 
'position^^Length'pf debt tends to be shprtest for^hes^ families and 
.their liquid Vasset discriminant cdafficifeixt represents only a weak 
(jlassifying variabl,e. * / \ / ' ' 

I 2 A ' ' . 



\ . /- r i 1 . • 

\ Low level' of functlonl'bg « the, larger the debt ratio alid the logger 
tjhe llength of debt the greater the probabil^ity of families being classi- 
fied knto a low level of functioning. Families witih the lowest insurance 
coverige Are also likely •to be classified into this level. Liquid asset 
holdings are less important than any otl^er variable in assigning families 
into ai low level of functioning,! 



e following points briefly stxmmarize the above," 



1. 



Insurance ^ is most 'positively related to a high l^el of function- 
ing and has the >^eakest relationship^.with ^ low leve| of func- 
tioning. ' . ' ' f ^ " * . 
Liquid assets are most positively related to a high ^level and 

ihave the weakest relationship with an intermediate level. 

^Possession of insurance has a greater effect oa the probability 
>f classification into^ high' level than have liquid assets. 
)ebt ratio is most positively related to a low lejveX of ^unc- . 
iioning and has the weakest relationship with a high level* 
Length of debt is jnost positively related to a low level* and 
his ' the weakest retlations^iip' with an intermediate l^el. , 
Ttie eff^ict of variables on the probability of classification 
into an Jlnterraediate level of' functioning is generally inter- 

.4iediate of the effect on a high and a low level, . 'I 




Table 2 presents ~"the value of the cqefficients for insurance as* 
Ibeing yery high rela,t;ive to the values JEor the other variables. This is 
particularly tlie case fo^ Liquid^aasets ,Whose^cbeCficicuit_va^ej^.gp_dovrn 
in the same direction frbm a high Level to a low level as dc ' 



Insurance, 



those for 



/er 



^t 
jcifi' 
typ 
je ec 



s tagiis , 



seems likely that insurance may be reflecting an under- 
d characteristic of ffimiilies as well as ^heir ipossession 
eSi, Fi^ilies who have' maximum financial protection may 
onomic behavior is strongly geared towards security, 
reflecting some M. th4 social and i^conomic characteris- 
that are^JiDramonlY locked at b^Nlendefs such as age, sex, 
r\come, length pf \^me on the job^ owning versus renting, 

aent habits, These quantitative fac- 



^ig debt and gast p 
^re proxies. for personal (ante 
to Vay> ^ willingness to pay 



.lly oriented/^ factors such- as. 



r"/ > ^ ''^ K«/>' manage a debr and ^billtjL— 

St the tetnptatlon of overborrowi|ig, 

Isd 



Insurance may also be a proxy for 
fac tors \r,esul ting in the, higher values 



^he same internally oriwtedA 

the .discriminant coefficients. 

Figure 1 is a diagrammatic presentation of the concept* of family"! 
financi^ilAaanagement^ behavior £ri)ifl a' m'ulti -dimensional viewpoints It 
incoxpoamtes the fif^^ancial cljaracteris^tics of families at each level 
of func,t|:oning based On the interpretation of the discriminant coefficient 
Figure 1 shops ^diff erent combinations of the fou-r va^riables ^s they re-, 
act together to produce , the th,ree levels of finandial fpmiagement functibji- 
ing. It also shows that the interreifltionship among the variables is ^ " 
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not constant. The values of the variabjLes may change resuj^ting in the 
formation of a new combination which Csfn then be associ§.ted with a 
different level of functioning. 



Tli-e Means 



or 

ivel of 



The (Jiscriminant coefficients ar^ more sensitive m'easures ; 
determining the financial cHaracterlJstics of familie^ at each 1 
functioning than i^s a table of the means. However » ;it is interesting 
to analyze t\xe means of the four variables for famil^ies operating at 
e^ich level of functioning. The means are presented; in Table 3. 



The mean values for liquid assets and ipfeurance ar^ greatest for 
families operating at ^ high level of functioning knd lowest for 
families operating at a low level'. At a high leve^ the meW asset ^ 
hdldihgs 6\ families was $3635.5 whereas the mean, asset holdings at a 
low level Was only $366.2. The mean values for lijisutance indicates th'at, 
on the average, familie? at a^t>igh level possessed 3^.5 types of insurance^ 
familie^i at an intermediate ^vel possessed 2.9 tj^pes arid at a low^ 
level fainili es possessed only 1.8 insurance typed. These findings 
suggest that families operating at a high level ot functioning tend to 
be in a mpra-fiiiancially secure position than thp3e at a low level. The 
families at a high level of functioning would be better able to with- 
stand unexpecl/ed financial adversity whereas families at a low level of 
functioning are pai^ticularly vulnerable in situations where unexpected 
expenses arise. | \ . ... ^ 



( - I 

Mean Scores tor 4 Variables and 3 Level^ ot Functioning 



Nol in Level 
Variable 



High 
47 



Intermediate 
^7 




Liquid assets 
Insurance 
Debt rdMp * 
''Lerigth of debt 



/ 





I Low 
- • 24 

■ 

366.250 
. 1.875 



'8.108 



Total 
98 



'Jhe i|ean values for de^ti mtio *and length of^debt are Ipwest for 
families Operating a,t a 'High functioningyW higheS'ti £br fa5)i- 

liLs at a Hfcw level of funcU<^4i-^g» At a high Levoi^ the •neanV^r<^n^t'^8e 
ofl take-lvome pay allocated tio dbb't repayment was ori^y 8.1 perceA^. For 



familieg^at an iiltermecjiate level this meaA value was^a little higher kt 
11.7 percent. However, the mean debt ratio incteased considerably to 
18.1 percentLfor families operating at a low l^vel of functioning. 

For finilies at ^igh and intermediate levels jfhe ipean period of 
time over wh^ch debts had been incurred was 12^9 months ^nd 12 months, 
respectively. But familie'S at a low levfel of functioning^ hdd incurred 
debts, on the average, ovei^.21.9 iJionttis.- Thus families at a' high level 
could be expected to allocate a relatively small amo,udt^ oJ^ their income, 
to d^bt repayment, the *debts Extending overj ^ i^elatively short period 
of time* On the other h^nd, families at k low level could be expectted 
to allocate a relatively large propoijtion of their income to debt rebay 
ment which extended over a much greater period pf time. This indicates 
that, in a situation of fipancial stdess, families at a high level ^ould 
be better a^e to redirect current income to hdlp alleviate the problem. 
However^ families at a low level,' having reduced their ^lexibilit?y in 
regard to current l!ncome because of the ekteil^' and the length of^ their 
indebtedness, woulA be unable to halt.Jthe deterioratiph o^ their finan- 
cial position. Also, since the liquid asset holdings ^ind insurance ^ 
coverHg^of these^ families was low, they generally did -^nQt have emergency ^ 
funds and" insurance protection as a Vcushion of financial relief" which 
was a characteristic for families at a hi^ level. \ ^ ^ 



C0N(3.U&I0N^ Ajro IMPLICATIONS 



/ 




Conclusions 

The overall results appear to inclt|de some un^toected "f^ndings^ 
From the interpretation of the discriminant coefficiAts it' seems that 
ali variables wete able to discriminate "l^etween famili^^ which ^ere at 
dj.fferent levels of family finan^al management functidhing.** The bulk 
of famlj.y financial management, literature indicated that the debt ratio 
was by fax. tjiie mo^t in?)Qrtant yariable to look at when evaluating a 
family's financial man)^gement techniques, .The IJtiserature generally , 
placed lesset impdrtanc^^on liduid asset holdings and insirknce cover- 
age ^nd- the variable, lengt^h ofl 4i^t?t, i^/as-^arely mentioned., ^ * 

However^, tttg. resulta indiyate that,] although the coeffi<:ie|nts for 
an intermediate 'i^vi^ of v^funct^ning' occupied the lowes^t positijOn^fo;: 
two variable^ rather thaii. the,.lnt^rmediate' position, ^11 variables^ did^ 
distinguish Well be^tween ^MgKT^vel of functioning and a low fteyel 
of functionir|&. ' 1 ^ ^ ^\ - ^ \^ \*- 

1 beiiavi<ji^ checklist, developed in this stud^ to 
financial ' in^naeeiaent ' functiokiing * nas . proved toi l^e 



.The fintdiq 
level of ftoily 
valuable tool, 
t^in variable^ 
financial .mana; 



functioning. 




k^nagefaent 'fi^tictio^ing, *tas, proved tolfcS 
Ii>tuit^ely,. andlfrdiA body of mie^ literature^ cer-^ 
e come, to o^e^ aasdcikted with succ^s and dysfunction in\^ 
ent., fWu^s \lere classified, intcM levels of / 

functioning' subst^antiating' the\ precti^ of the ^itetatur^. ^s tlie \ 
cljecklist proved ^n adequat|e me^sute^oj£\these levels It was ^urtheV vali- ' 
dated as an instrument to measure ,leyej. of .^Eamily^VinaS^cfial lij^nagempnt 
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ntis study concludes that the level of family financial managehient 
functioning is related to debt ratio, . length, of debt , \iqi;iii , asset ; 
holdi):igis and insurance coverage. Mucli \f inancial manageinei\t advice lit era- 
tur,e has beert written based on observat;^on without contirols. 'lliis study 
has, shown empirical evidence that advicje of money management expents couW 
legitimately consider more multi-dimensional aspects of family financial 
welV-bieing. * . . ' ' i . . 

- • , .... ;. • ^ . 

Since overall financial characteristics of families in each of the 
t\rj:ee levels' of functlctjiing 1^ knovm, thi^, permits remedial actioi^ to 
be undertaken in order to"'toise (or lower) a family's level of fuAct los- 
ing. For example, a family in an intermediate level, ^wh/ch has adequate 
insurance coverage but'' a low amount of liquid .assets anQ a high debt ^ 
ratio, could move iAto a high level of restricting additional debt ' 
commitments and adding to its savings accdunt; the mon^ released frojn 
debt repayment, . 

The practic^]^ valufe of thi^>s^tidy be, of primary importance no 
individual families whQ;^sh to have ^ome control^ over^tphe various as- 
pects of their finaWialTbehavior . Understanding the financial charrl 
acteiristi^s of 'a hig|,h leve^**of functioning, individual \f ami lies may | 
wish to assimilate into tnjeir'own behavior the combination of variables 
^which produced a high ibv^ of .fi^adcial fiinctioning/ 
sents the opportunity for evali^a'tiveocioneideratiori of a ft 
^6'r the correct remedial action to be taken by a'^fWily which'vjlshes 
raise its l6vel'bf functioning, and 'for a family ti^plan iiiiportant 
fijKancial bfehavior. in the light^of its future level of funcfeloningX 



t;h^ 



Family financjlal counselors and educators 'tnay, also benefit by I 
in^ greater ii;isight 'int6 the multi-dimensional aspects, of ^fnkicial 
management. Family financial covins elors, as they advise clients on 
maintenance of^a high, level ,of functioning or diagnose' the financial 
plToblems offamilies at a low^level of functioning; may be better able^ 
to\6dvise , the allojcation of.moqeiy* betiween credit payments, assets and 
tnsilrance, and o^jher expenditurdp in 6rder to Mn^lmizg the possibility ^ 
o^f^iture financial disaster. ,?[ducatdrs may wish ta explain and mpha- 
A si^'to their students the" interirelatio^ship, between th^ variables 
^ rfes hatched in this study and thejkr impac^t on overall financial outcome. 



ThVvarijable^,Uebt ratio,'" length of debt, liquid ass^t holdings 
and insurance coverajge^ are identified as being coynponentg^ of family * \ 
financial management |unctipning. Ulis studjr inte^rret^lEamily^ financial 
management ftpm a mulii-dimehsional viewpoint. It tfecogni^es tnkt these 
'variables rea^t together and, ther^oVe, the comblnati^)A of variables, 
resulting ff oni^ a family's financial^Nbekavior should tye examined in^orde^r * 
to adequat^^ej^lain the ff inancial imtcome; Three levels of family 
finai|cial*ri&nage^nt ifunctioning ha^fe^^be^esi developed, t^ represent tHe 



oiifcdmess^d^f djC^|drent combinations ql&'^he ^aria^'les . 



27 



39 



Discriminant: analysis was used to tast the hypothesis that there 
</as a ^relationship between, the level of family financiah. taanagementj' 
functioning and tne debt ra^o, the length of debt ,-^he) liquid aj^SQt 
hpldln^s and %he insura^ce^ coverage of families. 



i T 



The table of discrijuinant coefficients was among tli^e output pre- 
sentfed, ^Bach discriminant coefficient represented the effect pf each 
variable 1^ classifyijig famili,es ititq each level of fupctionlng. ,An 
interpretation of the coefficients indicated ^ihat the financial charac- 
teristica o£ .f amilies at each level of fiiinctioning were the following; 



a) high ^vel of| 
functflming 



V 




\ b) Intermediate 
^ level of 1 
functioning 



c) ' low level of 
' functioning^ 




broad Vnsur^nce coverage 
high'liauid assets ^ 
low (iebtt raii.0 , 
moderate^lexilgth of del^t 

moderate insurance coverage 
moderate deb^ ratio 
low liquid Assets 
short length of debt 

^li^gh 'debt ranto 
loil'g length of debt 



ner^row ir^'urahc^ covera^^ 
moEeratexllquia assets \ \ 

' ^ \ \ i 

Knowledge or the financial characteristics ofi families In 
the three levels of functioning^ permits remedial action to .be* taken in 
order to raise (or lower) a faimlly's level qf i^inancial i^nagWnt! 
functioning. This may be use::ui to both \individual\ families, Jfamlly 



/ financial counselors and educiitors in the^ 
a diagnostic tool and ^s a teaching aid. 



ea< 
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planning: decisions, and 
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Append lie A ^ 
Financial Behavior Checklist 
CHECK THE SI^ATION WHICH BEST DESCRIBES THE WAY YOUR 1^ 



ELY HANDLE^T^ 



DE^T REPAYMENT???? 



1." We pay all our bills when they are due and we alv)kys seem to have 
enough money to do this. 1 , \ 

Jt. We pay all our bills when they, are due but in prder to do this 

we have to ''tighten our beltp." (This means wa eliin^.nate unnece^ 
sary or extra Items - like e:ictra fobd or cXothejB - in order to 
get the bills taken care of that month.) ^ \ 

^3.* We usually pay all our bills when they a;^e dtie. Sometimes , in 
order not to cut our budget, we have to let one or two bills go 



to the following month. 



J\/ We usually pay all our bills when thay are du^Vv Sometimes we 
' cannot mefet one or tw^o bills, even after "tighteh^ji^ our beltg,"^ 
We ujually'^let one or' two bills go to' tl>e follpwin^month. . 0 

_5. Wfe hfiVe "tightened oqt belts'" as far as possible. We cannot 

mdjetjall of our bills when they are due. We always have bills' to 
pay from .previous monjths; 



RESOURCE MATERIALS FOR t^ONSWffiR ' EDUCATION 

Dr. Stewart Lee 
Chairman 

Department of Economics and Business Admihistration 
Geneva College, leaver Tails, Pennsyljvania ^ 



Introduction and Outlines' of Workshop 

How does one evaluate consumer education resource materials? 

The basic problem in, a primitive ot bare subsistence level economy has 
been the prjqcurement of adequate food, clothing and shellter for mere sur- 
vival. Thus, the energies of men have had to be directed' toward that goal. 
TJoday itt \>estem civilization, and in more and more other are^ of the world 
more and more person^lSL are not only able to secure the basic food^ clothing , 
and feHelter,^ but have oeen able to develop a surplus of funds vhlch may be 
spent in one of matiy, dif^^ent ways as the individuals so desire! Additional 
ftmds for.tdj-scretion^ry sp^^^ng are now available to many peopl^, but. at 
the same time the proliferati^ and availability to vast scores ^f .new pro- 
ducts and services hive almost oveigl^helmeA the consinnfip both as po what to 
spend liisj.monejr on, ind how t^decide what is the best' buy ^among' jsimildr ^- 
products or servicesi.that wilNneet his particular needs. , Thus has developed 
the necessity for good, reliable sources of consumer Information tp.gqide 
t^e consumer through the labyrinth of 'the market place. ^ - / 

' . The bjasic problem confronting the consumer educatdr tn .cKbosing. sources 
of consumer information is* the same problem whi^h confronts the consumer 
when he enters* the i^rket place — this is how to evaluate all that is 
available. . The success or ;failure iti the use of source materials will be 
dependent upon the degree of success in the evaluation of su6h material. 
• # 

In ^aluating materials .the consumer educator has a limited nijmiber of 
choices.* He can merely accept ^as reliable whatever consumer^ mater:ials he< 
b^omes aware -of; or he can reject all such materials as the prejudiced 
opions of vested interests." The consumer educator who accepts' either of 
these two .alternatives wijil fail 'in his decision-making process .in th^ inar-; 
ket place. ' ' 

The acceptance ot th^ souixes of cotisuiaep information should be based 
not only upon an intelligent, cautious, and^ skeptical evaluation of the 
material, Iput it should also be based upon as miich inforination as one can • 
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find concerning botK Jthe writer and, the organizations vhic^ are^ distributing 
such consumer information. We ^'cannot be all-knowing in ail areas, feo we have 
to accept the judgment of other persons and other organieatiqfis many times* 

1 and the members of my family switched brands of toothpaste ^ few* 
years ago when the ^eric'an Dental Association's Council on Deiltal Thera- 
peutics issued a statement recognizing* Crest Toothpaste to be an effective 
anticaries dentifrice. l\am in no position to evaluate the effectiveness of 
dentrif rices, so I must follow ja hit-or-miss policy, or have enough confi- 
dence in both my dentist and the American ^Dental As^ciation to accept their 
judgment., Thi^ is* the typd of decision-making process we must all follow, 
if we are, to'haye a degree c|f ^success ^.n the market placQ.'. 
1 • / ^ 

I haVe been quite satisfied when I have written to ^^pr.oducer for speci- 
fic. inf<^ntiation and prJLcfes for a product which I am inter^^ted in purchasing. 
When I w^, shopping for, an automobile 4 wr6te to the.mainufatturers for price 
and product information and was ^.nundated with both useful specif ia prfce 
and specif ipattons information, ^as well as advertising brochures. Again I 
would suggest that ^hese materials of the producer by use'd with selectivity. 

Consumer ^information is made available by government, b^usiness , and by 
■private, non-business sources. The materials are available for the persons 
interested enough to seek them out and make uSe^of them, but the availability 
of them ineans little if the. consumer does not avail hiiftself of these materi- 
als. If He does make use of them, it is' essential that proper evaluative 

"procedures^re used. ' - . , 

\ ' ' 

. o ' \ : • ' 

Having aWildble m^r^y sources of consumer information is vital to 

intelligent consumption^ but the ability to ar>alySse these materials critically 

is Jthe,*basic prerequisit,e to tjieir proper use. 

■» . * • « « 
Outline 

1. An evaluation of audieKvi^uij: Mst, book list ahd periodical list. * 

2. fyn exhibit, and discussion ^f exl^ples of deceptive packaging. 

3. A showing of *a selected group of audio-visuals taken ftfom the following: 

BE, A BETTER SHOPPER 7 100 slides, color^ about 90 minutes, 1967^,^ price 
"of $20 inclu(Jes slides. Leader's Guide, ;$li50, which inclu4es all pic- 
• tures and script, a set of Better Shopper Record Sheets,, a' Cost-Weight 
Tibbie, and a ''Be a Better SHopper" Bulletin. ' <Nol;g: Also available. in 
eight 27 min. , videb- tapes and 16 mm^ films). .CbmeH Univer^ty, 
Mailing Roo^,* Building 7,' Research Park5|^, Ithaca, New York, 

THE EXPLOITED GENERATIpN - Filmstrip, color, 1969, with (Ja^sette ox 
^ 12" record, 28% min.,. $35.00., Guidance Associ^ates, Harcourt, Bracfe, 
6^ World, Pleasantvilie, N.Y,. 10570: . . 



THE owl; WHO GAVE 'a HOOT - Consum.er fraud, 15 miiji., color cattoon, 1967, 
free loan. Produced for Office of Economic Opportunity. Ma^r be purchased 
for $40.52 including reel, ,canf^and case from Consblidated Film Indus- 
tries, 959 Seward St., Hollywopd, Cal. 90038. * - < . 

^THE MONEY TREE - 20 min., colt)r, movie,, 1971, $260.00, rental $20 for 
3 days. Aims Instru6EionaL Media Services, Inc.^ P.O. Box 1010, Holly- , 
wood, CA 90028. ' . \ 

TRUTH IN LENDING: INFORMATION FOR CONSUMERS - 14 min., filmstrip, 93 
frame?, 33-1/3 rpm 12 inch record, .^colo^, 1970, free loan, $10 purchase. 
FederaJL Reserve Banks and Federal Reserve Branch Bai^. 

AUTOMOBILE INSURANCE - filmStrip, 57 frames,, 33-1/3 rpm record, 13 min., 
color, 1971, $5.00 to educators. Director of Educational Relatioi^s, 
' Insurance Information Institute,. 110 William St^, New York, N.Y. 10038. 

14KIJRANCE FOR THE HOME - filmstrip, 60 frames, 33*1/3 rpm record, 11% 
minutes, color, 1972, $5.00-4 Director of Educational Relations, Insur- 
ance Information Institute,^!!© William St., New York, 'n,Y. 10038^-/ 

. CONSUMieR SENSE - a t^-cassette series 18-22 min. reach, X'972,^ 5et of 
ten $85.00 inc.l^udes 30 student workbooks and teacher's guifle with stu- 
dent response sheets. ..Coronet Instructifinal Films, 65. E. South Water St., 
Chicago, IL 60601. 

4. Closing with a discussion of what is felt by the^speaker tolbe the most 
^ lipportant aspect o.fj-consumer education and that is an understanding .of 

vrf|§t is meant by and the implicatijidi'tts of "pattepis of consumer behavior, 

as illustrated\in the following Illustrations:"'^ ^ 

, ' , • * ^ \ 

' . - * ARE THE WOMEN GUILTY? , ' " 

The late Mrs. Walter Fferguson wrote in' the New York' WORLI)^TELEGRAM: ^ 
"We hear that scientists are workihg^ to see if they* can 'fin4 out^what ^s 
killing off so many'raen.in the prime of life.'^ JThat's a real easy one. Itls 
the women. ' - X . * . 

We aren't doing* it on purpoW, of course. We love having mink coats, 
two air-conditioned cars, large .nouses with lovely gardens, stylish clothes 
and all the latest gadgets in tlje kitchen. , Jt's killing, the men to supply ^ 
them. The pressure of getting 'things' for their wompn and gratifying their 
own material wants puts them in a rat race. V . ^ 

Looked at another way, it seems that'men commit delil^rate suicide as 
sure^.y as if they put a gun to their'^Ti^ads. They have geared our economy to 
tliie wants of the' American public which must be constantly increased. 

The person who is satisfied with what^ he hajs i'd now regarded as a menace 
to industrial progress and the next thing to a moron. I doubt ,that the finding 
of scientists will help much in'this tragic dilemma. At least, until the wives 
in this country decide they' (i' rather keep Papa than keep lip with the^Jonese?." 



\ 



\ • \ 



, I would like to close/ with\±his ode of George ^antayana for 
conaideratibn, (Ode ii^^ 1923) 



t \ 



Myl hearMrebels against iiy generation, ^ 
That talks of freedom and\jts slave to rich&s-— 
And, toi(iing 'neath each d^y' s Ignoble bur4en, 

* Boasts pf the morrc 
No space for noonday rest o^ micln^ght watiphes. 
No purest joy of breathing uhder^ heaven I '\ 
Wretched themselves, they heap, to 'make them happy. 
Many possessions. 



■ \ 
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CAREER OPPORTUNITIES AND 

^l^UT^II^ IN COr|SUMER AF'FAIRS \ 

Dr."" John Burton ^ 
Coo^inator of Bu^^ness Administration 
flanchester Community College 
\ Manchester ,\Coan6cticut 

^ \ 



Prior to 19^0, -careers in^thp consumer field] wei 
existent!. However, consumer agencies 'began appearf 



all , but non- 

— , ^ — ^ «t^t^^ajL^5 in^ government by 

the earl'y sixties'. Studies by I^J^ Conference Bsiat^ revealed that by 

^s consumer af fairs .funjctions w/ere 



the latd sixties ^and early seventj^ ^ 

emerging high on the orgafFtea^i^n charts of dumber of large companies 
whose/products err service's were beirig sold to individual consumers. 
Because the. career field of Consumer Affairs Professional^ (CAPs) is 
a relatiyely new one^ little is known aboutv it. ^ 



\ 




Little research has been conducted about CAPs. The Gonference 
Boalrd made 'one sttidy^of 149 consumer affairs departmerflTs'^in 1973; an^, • 
in 1974, a study of consumer affairs dirtctors in over 150 firms in ' 
the JFields of manufacturing, retailing and service was made.. Other 

*s are now underway concernitig consumer affai|:s iJirectors and de- 
dents in business. None of the^e studies in the iusiness area con- 
CAPs of lower rank than director an3 none a^'e concerned with the 
je number of CAOs in government employment* 

This study at;tempted to^'fill the voi^ in knowledge about- CAPs, and 
in doing so,^to present infomiation thdt can- be used in prepating CAPs 
-for\work in Business and in government. ' - \ * ^ 

sl;atement of the\^roblem. ^ - \ ' ' 

\ \ ■■■ . \ ' : ' ~ 

The purpose of this study l/as to determine the functions of consumer 
affpirs professionals in business anci in government and to speciiEy Che 
education and the* experience required to carry out these functiy)ns'. It 
was designed to provide information to serv^ as the basi^ -for answering 
the following, questions: ' . ^ ^ • » 



^ 1. AppifoximSj:ely how 'many 'CAP s are employed in government \ 1 
consumer agencies and in^ selected larger businesses? 

2. what are the^ functions of consumer affairs professionals? 
Do theSe functions differ significantly between business 
' and government? - , \ 

* 4 I * * • 

-3. What are the minimum experience requiremehtat for a 

care^er as a consumer affairs professional! * , * 

•I K • - . 

•4. What level of degree and jln what fidld o^ degree are 
.^referred for consumer affairs professionals? ^ 




5. 



Do consumer affairs pi'c^f e^isibnals in b^sdiljBSs come from 
^ith-in or" outside the' firm? 



f essional 



6. *What compensation may a consumer affialr? pr^p 
jcxpect to receive? \ / 

'what special competencie3, if any,^ are required of 
consumer affairs professionals? 

t ' ^ ' '^-^^ \ 

jWhat is the fufure employment need fof cons^umer affairs * \ 
[professionals i^i business and iry gov^nmen^?* \ 

Need and' Importance of » the Study \ 

' * • ■ ^ 

Sihce the career of'cAPs is a relatively ^evf one, fnfonnation is-, ^ 
needed concerning the preparation for this ft^J,d, the .^uncti6ofi i^erformed 
on the job, and future career opportunities/ SThjEs infQrr[iation could^tHeh 
be used by educational institutions to develop-lprograms for persons pre 
paring to become CAPs., Also helpful would b^;_Wnowledge otf ^any special , 
^competencies needed to be" successful as, a CAP. \ . * 

Individual^ contemplatfng careers as^ CAPs also neerij'l^iformation about 
the niimber, ty^A and . location of job opportmiit|Les^ ava^ilable, tlie exper- 
ience and educational background required „^/me expected p^y ran§e, and the 
Variou'k functions of a CAP. 

Government a'gencies anH businesses; with the knowledge of what other 
agencies and businesses, ar^ requiring pf CAP,s, can then better organize 
and staf^ consumer agen^^es in government or^ consumer affairs departments 
in business. • \ 

CAPS need as much inforjnation as possible concerning their profession 
and the people who practice it in order to enhance the pi*ofessibri' s 
identity and .also 'to advance the profession** • I . . . . 



Procedures ' , 

Mailed questionnaires were xjsed to gather datasfor this stud5^. 
Separate questionnaires were developed for government consumer agencies 

' ^ ^ 37 * ' 
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and for -consumer affairs jdepartrpents in^ business. y^Botli qaestionnaires were 
designed to elicit inf omjiation to answer the questipris listed' in ithe 
purpose of the study. The business and government quests?onnaires\ were 
designed to be essentially similar to eacli othBr, in order to facl^lit^te 
comparisions between the CAPs in business and, the CAYs in governmerit. 

The government questionnaire^^ were sent to'the heads of the 31^ 
consi^mer agencies (branch offices ,excepted) listed in the 1974 editibn 
of th^ Directory, State, County and City^ G6vernment Consumer Of f ices \ 
published by the Of f ice^ djf Consumer Affairs, Department af Heal'th, Edi^- 
cation, and Welfare. Thip list was ^uppleti^ented by a list of federal y 
consumer agencies supplied by the Office ot Consumer Affairs . The U^Si • 
APostal Service, although brtly a quasi-governmental agency, was included 
in the government ^section of this report, ^ • . ^ 

\ 5tv6"business questidnnaire^ were sent to 1,455 businesses. This list 
of ' busines^^s was obtaineid from, the^ following sources: 

' ^ORTUNj^ Magazine index ibf th^ 500 largest indu^rials 

FORtUI^E^g^ index of . the second 500 largest industrials 

FORTUNE Mag^izine in(|ex of the "'Fifty Largest" lists .(this list ^ 
.includes th)sV50 largest firms in each of the* i^oLlowing six * 
r /categories : A^P9m4ercial banking companies , life insurance 

companies, diversified financial institutions, retailing com- 
y panies, transportation companies, ^nd utilities). 

Society of Consumer. Affairs Professionals membe^rship list 

155 persons who }wer^ in the scope of the study yet were not 
associated -with firms'/listed in the FORTUNE indexes .were 
contacted.' Onlyi one SOCAP^member per fii^m was included. . 

^ I «. • ' ^ ' "* 

, Approximately one-palf of the government agencies responded to 

the'survey. Slightly more than one-fourth of the businesses contacted. 

responded to the questionnaire. Approximately one-half of those respond- 

•ing reported having .consumer .affairs department^ and/or consumer affairs 

professionals. The SOCAP sample had the highest response percentage — 

by definieion^, SOCAP members in business are involved iti consumer affairs. 

The jnajority of firms listed in the^ FORTUNE indexes do hot by 
nature, come into direct* cojatact ^/ith the consumer and therefore haye 
no perceived need for a consumer affairs department and/qr CAPs. Many, 
of the firm^ do pot m^ke consumer ^oods or perform services for consumers; 
many are holding fcomaanies and onl)^ their , subsidiaries have contact with \ 
the consumer. / 



Additional Information ' 



M^ny bus4.nesses, in W^spond^ng 
their response with extensive C( 
affairs p^rof essionals in businqj 




the questionnaire, supplemented 
concerning, the role of consumer 
xcerpts of two of tljese lettets are 
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reproduced here because this researcher belteves th 
.tone of what many j of the' business respondents cons; 
a Consumer affairs prof6ssionalI to\ be, Th4 .f irpt 
oftthe nation's largest i^etailelr^,: v, 

V 



It !they^ref lect the 
jeted ,the r;olq of 




frbm onl 



who 



I dou3t there i^- an)^, sihgli^c^ecutive , in. 
would f eelt qualif ijed to respond on ^behalf of our mo^e than ^ 
450,000 employees iall of whom consider themseWes ^'Consura^er 
Affairs Professionals^' in I the context of your definitronj 
Certainly ^t least 20,000 executives qualify, , , Because/ our ^ 
business is totally consumer-oriented we do not have a '/ ' 
^Consumer Afifairs Dept. p^r se, / / ' 

The seconc} I'etter is from an industrial firm listed in ,the second 
irgest 500 industrials t n - ^ 

-■ , \ ' J . • I ' \ 

, Y • However; you have -given me the opportunity /to sug- > 
gest that the U,S, Office 6f Consumer Affairs is totally missing 
an existing tes'ource^ that could never be duplicated by govern- 
tnfe'nt, ^nd th^t is the. marketing function performed l^y most ^ 
companies by , experienced pjeople whose job it is to/see that 
products made ^and sold do indeed respond y'to theyneeds ,and 
^fgriev&nces of the con3umer during the design, Ipromotion, sales, 
/ and service of the produqtL" When they succeed, the company 
is 5uccess,ful, It's obv^o,us that to survive ror long in 
a free enterprise system, |i.,e,, under competition, these needs 
must be satisfied moi^e oftlen than not. And wjiile marketing 
peopl^ are not ofanipptent, they do have the advantage of 'knowing 
the ^tiufacturinej^ffrocess , th6 engineering prjoblems, the 
distribution systems, the market, their respeyctive positions in 
that market > and something aoout what's goinri to happen down 
the road as a result of put$i<Je ecahomic fal|tlors, governmental 
action, customer demand, , technological advance^, new materials , / 
' private* Research, indust^^y standards., ad infinitum. Every, 
pex^^n io every marketing staff of every company in the world is 
e^ither a consumer affairs professional or is on his way to being 
oije. This istthe very essence^ of his job, ^liow 'else do we edu-. „ 
cate or develop such expertise in the element^s I'v^ tnentioned 
about except through practical exposure and experience? You 
prahably §tart, 1' believe, with business school graduates and 
rguide them into the marketing function. It's all tliere now^ If 
^the'^government wishes to superimpose this kind of knowledge oyfer 
Ihe "existing structure, it might start by hiring retired mar- 
' keting people. ' 



Government Consum^ Agencies 

/ ^ ' ' ■ 

One hundijed'and forty-two agencies on the municipal, county, state, 

and federal Ife^l were included in this study. This represented about 

fifty percent of-^he Agencies contacted. The nuipber of conumer agencies 
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at the stat^vlevel wa^x^reater than at any other^ government l,evel». The 
federal level nad • tfie lowest number of agencies^ but thfe f^der^l agencies 
had by far the greatest percentage of ^response to the questfioni^aire. 



Most, government 



agencies^'employ. ten or Ijfesls CAPs; however, a rela- 
jtively large number Of state consumer agencL&s employ be<:\^een eleven 
£yidv twenty-five CAPs- Generally, governmeirt \consumer agencies expect 




y oyer 6ne thfousan<| 



\ 



rease the number of ,CAPs employed, pr^si^nt 
fit fifty percent by 1977. 

sually, CAPs' in government. arje employed ti^i perform various com-^ 
binations of somlb or all of the five ^nctions de^signated for CAPp..\The 
most mentioned single function, espe^sJi^ally in county and state consumer,'^ 
offices, was handling "and resolving^ consumer complaints/ The con^umei* 
fedtication function, was of tert, mentioned by state agencies. FedbVal, ' > 
county, and murticipal agencies, ojpi the other hand, ofte^ cited^ ttie func- 
cion of internal cohsymer ombudsman and consultant ot\ cdnsup^r matjters 
Within and between Agencies. 

.\ ■ \ . • ■ 

Most governmeR{^\ consumer^ agencies prefer to (have CAPs with some 
experience in tl\e cSqs^jmer fie^ld, with the exception of adme state 



agencies, where there art 



generally no experience requirements. 



The great majbrity of. agencies require at least a bachelor's degree 
ob^ entrance. ^Vflien a preferred academic major was expressed, it Was" 
usually businesp, however, most agencies expressed no preferea<le.. State 
agencies in parftlcuiar; often mentioned a degree in law. 




Generally jcouhty consumer^ egencies pref^c to reci^uit " their CAPs 
frottf within thci' agency, whereas at the state aoHL municipal levels there 
is usually no nrerer^nce as to the»^source of <JAP6. The federal consumer 
agencies generally prefer their CAPs .from ou^sideUihe atgency^ , 

Federal Cps afe Tpaid the highest. with the $15\p00 r $25,000 annual 
pay range most/ mentioned. Municipal ^encies of fer \he least, a yearly 
salary of $7 MO - $10,000 was nnfbst me^itioned. Falling in khe middle / 
range of^ $1()(Q00 - $15,000 a year are the county and state agencies,, 

Gover^taejrtt consuftieL agencies stressed special competency in communi- 
cations as being necess/ary to perform the CAP functions j Technical, , 
legal, and ipve^stigative competencies were also often cited. / 

In reference to future opportunities for CAPs, an increase was ' 
expected by m5ist agencies^ expressing their bpinion. 



Business tlonsumer Affairs Departments , , * ' 

* • . Q - 

One hundred /and eighty-four business consulrftiP\ affairs departments 
weVe included in/this study, representing thirteen percent\of , those 
contacted. Thfiiie businesses , were grouped into^^ight classil^ications 



accordii[ig to the product /or service rendered, 

ited 



the other $|.x 
pf ti^Ps emp^l 
turet^s eljcpec 
the gteates' 
catfion, util\i 



Non-ddrable goods 

manyfac^^urers representeci the largest classifidationJ with fifty-five- 
firms, iDuriible goods^ manufacturers were the nepct^argest. Other than 
the miscellaneous clasailicatlon, triade associa|:ions ,^with seve,n firms, ^ 
had the smallest represbritatlon^ with financial ^ institutions , retailing, 
transportation", and utijlities ranging from ffqurteeh^tc^ twenty-five 
firms bei^ng representee. • / j ' i j 

.Fiftfefcn percent ot the busin^^ses contacted reportted havidg no 
Ibonsumer Af^^irs petteqnn^l employed. .Of the 4U2^CAPs reported to be 
employed «v one hundrted and eighty-foui^ firrjis;, the durable goods 
manufactur|rsj and ut iliti;&s together employed SO^percent of the CAPs 
jlnvdlved id the stucy, the remaining ten percent were distributed among • 
^ Iclass] fications. Business expesct^ to int^reafisje the number, 
i by about, ten pei;cent by l|977; durable goodjS -manufac- ^ 
\e greatest increase in numbers and trade as,sociations . 
^^tage increase. Other than ^e misqellanieous classifi-' 
)ecte(} the smallest percentage Increasd. ^ ^ 



\ 

The fun^ 
of all or of \v 
CAPS in this $ 



p^rform^d by most CAPs in )busin6^s is a combination 
us combinations af the five funcctlons ascribed to 
. A significant nujnber of CAPs in the utility field 
perform the fiin\:^ions of h^ndl^ing and resolving cc^U^'laints and in- 
quiries. The education function is important f or iCAPs in the non- 
durable goods, t^ej^ailing, and utilities fields;r ajvety small i^ercentage 
of CAPS in durable goods firms perform the educ^tio|i^function. ' i ^ 

'/ ^ ^ ' ' \ •{ 

AlthoughVmar^ firms desire CAPs to have/some conpumdr experience , 
bef 5re being hired, more requi^re experience in othejr kreas. Several ' 
flrns, especially the non-duraljles , desire experience ^In business, majr 
kel 



irtg, or public relations. A 



In every classificationv, a Wchelor's degree was most mentioned jas 
thi minimpm requirement for a position as a CAP. Master's and doe- 
r's degrees wera alsoumentioMed to a l&ser extent; ^nd several fiijips 



to 
ha 



;e no /degree requirements whatsoever. 



e academic maj6r cited most was business. Many jEirpis said they had 
no( preference as to academic -major. Law and home economics degrees }j . 
vecciLed several- mentions. Home economics was often pr^jf erred in no|^ 
dur^les, retailers, and. utilities. Most , businesses prefer to recrud 
thepc CAP$ from within the business organization; retailers,' Chough, 
take tHeir CAPs frora^out side the Jinn. jSojie had no preference as tO|' 
source of their CAPs'. 

Very few firms ri^ported paying CA^s less than $7,00(0 a year. The 
most cited annual salaries were the $7,000 - $10,000^ $lk),000 - $lSr,000 
and $15,000 - $25,000 ranges. Several firms pay in excites of the $25,000 
annual pay, sd'ch as many dHrable goods firms arid a significant number 
of a*ir lines. . • ' ' i ' 



the 

/ 
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/ 



er|c 



Th^* special competeiiCNies that firms desire most of their CAPs 



ar^B in dommuni cations* 



^er'firms also stated that t 



ley would like 



C^iPs to iiave technical, human r^ations, marketing, anil home ecorjiimics 
competenC(ies, 

Eight commetits. from business^tndicated -ttiacthere was an. optomistic 
outlook for futu/e employment of CAPs. Other Comments f 1:0m y/everal firms 



indicated th 
executives a 



Conclusions 



he consumer affair functions 
marketing,^sales^ and publ^jc 



The "Statement! 
LhiS\ research was dt 




\ 

)f the Probl9ms" section of this study stated that 
Jigned to ^swer eight fqijestiQns. On* th^* basis of 



the )(indings of this| study^/tfhie following corcltisiqns' are dra^wn: 



\. Approximate^^ one thoil^sand consum(^if affairs 
employtetjj i>y the vpne' ^wndred andj^forty-two government^ 
whrph represents ^bouU fifty p^e1|cent of th|? agencies. 



of Consumer, Aff^rs directories 




Led on by 
?nnel , 



professionals are 
agencies, responding, 
listed by Office i 



Approximately AlOOAcons^er affairs professiona .fe are employed by 
one hundred and eighty-fiou^businesses representing libout thirtoeh 4)er- 
cent of the 1455 business ^ontadted, 'This sample included' mainly the 
'largest busiViesses in. thexUnited States. Care must le taken in viewing 
this large nilhber pf CAPs, for some firms used quite |a loose interpre- 
tation of th^ definition of a CAP* 



2. Although the functions of consumer affairs professionals 

siness and 



divided into five se{)arate categories, mo3t CAPs in bi 
ment performed a combination of all or some of these functions. 
mo3t mentioned COTifclination was that of handling and rdsolvlng codplaints 
and h^M^ing and processing inquiries* Detailed c(j)mpalrisions betjween 



were 
govern^ 
The 



the functions of CAPs in government and in.business 



waE 



difficult! iec 



ause 



of different consumer activities pe'^rf orme^,, but gei}i(^ra|Lly the functions 
did rtot vaty extensively befwaen the grou^^s* 

3. minimum, experience requirements for. consu^ey alf fairs prpfes- 
sionals varied/ lit tie between government and busiiVesa* lit 4houl(d be 
noted, howeveC, that when I'other experience**' was ipdicaced, busijness ^ 
often wanted CAPs with experience in business, marketing, and^^ market ing-r ^ 
related areas* / * 

.4* A/tachelor's degree was overvj^elmingly mentioned as, the minimimr 
degree reaxiirement ' for consumer affairs pr6f essionals tin business' and . 
government* Also, many consumer affairs offices in both groups ^had^. ^ 
no degre<2 requirements , for empldymerit in the consuiaer ii^ljfl* Both gr^ps 
•of,ten cited business when an academic major was mentioned. Law degrees 
wer^ relatively more important to government 'agencies than business, and 
home economics majors were desired more by business than government,*^ 
Degrees in education yere mentioned about equally by tVie two groups* • 
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5. Considerables-difference existed between bu^ines^ and government 
as to the source for recruiting CAPs. Business was much more interested 
in recruiting their CAP3 frofh withdnttheir own business organization 
whereas 'gove.rnment often would go outside the agency to employ CAPs. 

\ • " * • 

6. Althougtu-ttwi— pa^ ranges varied greatly within the "business 
group and withiin the government group, business generally paid more 
than government for the services of CAPs: * • 

7. Both gdvernment and business consumer affairs pffiqes emphasized 
the necessity of] communications and technic^I^s(;^petenci^ ^for^'CAPs in 
performing theiy functions. Although not as important, legal competency 
was also mentiorf\ed by some business aqd government organizations. 

8. The government sector expects a .much greater incre*ase in the 
number- of CAP^ by 1977 than does the business sector'. Maijy business 
offices employQ«f only one or two CAPs, wijth a few employing over 
wheredfe,the government offices frequent ly*hdd fivj^ or more employees but 
few with over 25 CAPs. " ' ! / *• 



Recommendations ' v , ' » ^ * , • 

Recommendations \re divided into three sections iri response to the 
need for the study^ The fiipst section concerns itself with recommenda- 
tions for curriculum development, and is aimec^^!^ educational inartitutions 
who have o"r dcsiVe to have cui^riculums for the preparation of CAPs. The 
second section contains recommendations for individuals who plan careers 
as CAPs what to expect. and where the job. opportunities exist. Re- 
commendations are made in the third section pertaining to the need for 
further research. 



Cyrriculum Development * ^ ^ 

Most firms require at most a bachelor's degree for CAPs, and when 
a major* is preferred^ it is usually in business; very few firms require 
advanced degrees and/or a degree in consumer affairs or in a related 
area. This could be du6 either to the fact that there is actually no 
need- for advanced degrees and a consumer major, or that business 5nd 
government are^, not aware of the existence of such programs. If the latter 
is true, it is recommended that business and government consumer offices^ 
be made more aware of the fact that colleges are educating persons in 
the consum.er fiejd. . * . . 

If advanced degrees should indeed not be necessary for CAPs, educa- 
tional institutions should concentrate on undergraduate programs for 
consumer 'afSa.irs professionals. The emphd'sis^ should lie in the business 
subjects, especially in matketipg and related fields and with some law. 
Home econoioi^ps may be important for some consumer • offices. All programs 
for CAPs should also stress competency in communications, both written 
and oral. Becau^ a signj^ficant number of consumer affairs offices desire 
some previous consumer experience, it is also recommended that CAP programs 
include field experience iri a, consumer affairs office. 
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A program to prepare consumer affairs professionals o^ any degree 
level should be an interdisciplinary program, Alth<?ug*h thfe findings 
of this study indicate t?he personneX,^J^at government and^busines^ want'^ 
to solve the problems of the consumer should have a hjusiness background, 
they also considered educational input from orms-^areas, such as 
social science, technical, law, and home economics as important. 



Career Planning 

According to the findings of this study, fndividuals who" wish, to 
enter into careers as consumer affairs professionals should be majcfrs 
in business or possibly for a government job, in law, and need only a 
bachelor's degree. Potential CAPs should emphasize communications in 
their background. Because of the desire by business and government for 
some prior consumer experience, they should try to get some field work 
in their^ educational program or through paid or volunteer consumer 
activities. Business consumer offices oftjen prefer sbmeone with technical 

0 

knowledge of the product or business, therefore, it may be desirable for 
a CAP to major in his technical field of interest as well as taking 
consumer coilrses. . • ^ ^ 

If monetary considerations are important, a future CAP should 
consider business t)ver government, and within business j he should 
consider airlines first. Because government plans more expansion'in 
the consumer field than business and businesses , more oftifti hire from 
within their organization, CAPs may find more consumer career oppor- 
tunities in gpvernment than in business* 
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Job T^anct ions pf 
Consumer vAffcV^irs ^rof6,ssionals in 
-'Business and Government 



Givgn below are the job functions^ of'consumer affairs professionals 
listed in'the queBtiofinaires' that were Sent^^to government consumer 
Agencies, and in (^nestionnajlres. that wer^ sent tb biisin'ess Cohsumer. af- 
fairs departments* ^ • . ' 

O " • • • * I , 

Job funtti(?ns of consumer . affairs professi'onals in .government and 
business : . \ ' " ' ^ ^ '* 

K Handling, resolving, ^nd analyzing consumer complaints,* 
2, Handling and processing corf^umer^ Inquiries other than- 

comprlaints. , ^ • . 

3« Developing consumer education programs and disseminating 
.consui];ier , information. ^ * ^ 

Job function5^,qfconsumer affairs' professional's in government ffn 
addition to those listeB tor^"government and business, above): 

1. Internal consumer »"ombudsman" and' consultant on consumer^ ' 
/ matters within and between agencies. 

2. Providing liason with consun\er ^groups and/or industry* 

.Job functions of consumer affairs prof^essionals in business (in 
addi^on^ to those ^listed for government and business, above): 

1. Providing liason with consumer groups and government agencies'. 

2. ^ Internal consume? r"ombudsman" and consultant on consumer 
' matters' within the firm. 
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Footnotes 



V The Conference Board, The, Con^mers^Af fair^ Department;' Organiza- 
^ tion and Functions (New York: The Co^iference Board, 1973). i. 



2. Ibid, 
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FACTORS WHICH REIAT^'tO NQN-GROUP LiFE INSURANCE HOLDINGS OF FAMILIES 

0 • ^ 

. . • ^ A PILOT STUDY ^ 



, Loren V. Geis|feld 
Assistant P.;^fessor 
Depatrtment of Home Management and Family Economics 
\ * Purdue Univ^sity 



' The family's need for life insurance has "been ^well documented ii>'tK^ 

liCera^fure, but analyses^ Of the factors which^affect family purchases of 

^tife insurance have not J^een as well analyze^.. This is an attempj:.to 
f^dress this deficiency. •'c - ^ 

o * 

Among the factors which affect a family's demand for indivicjually 
purchased life insurance, one would expect price (net premium), holdings 
.d£ ^financial securities, income, group life insurance holdings, and the * 
perceived need for vatiou^ after death financial resourced to be among the 
most important. The effect of these' factors on individually purchased 
life^ insurance was tested using data obtained from a class project at the 
UniverB^ity of Minnesota. pThe sample characteristics are not reiiresenta- " 
^ tive of the United States as a whole, but the effects^ of the differences 
are riot clear. • - ^ • \ 



What is the effect of these variables on indj.vidually purchased life 
.insurance holdings, and what are the implications of this for the xonsumer? 
Thp 'own ^rice elasticity of demand for individually purchased life insurance 
is quite inelastic, but the key factor is the* negative si§n of this rela^ 
tionship. ^This implies. that as the n^t premium of individually purchased 
life-insurance increases > trie airfount of life insurance purchased decreases. 
• 'This results in a situati8n in which more expensive forms o£ individually 
purchased life-insurance will be associated with smaller holdings of the 
s*ame. # ^ , , . ^ • ' 

The income elasticity of demand is 0.49 which is quite low. Thi^s in- 
dicat^:^ * that life insurance is high in many families' purchase prioritJL^s, 
and that young families will tend to Wve relatively more li^^ in8ui;ance .than 
one woufd expect given 'their lower income levels. *- 

• The effect of securities on individually purchased life insurance is 
positive which is somewhat surprising at fitst blush. However, when conside.r 
ing t^at many families may view securities and life ^"^surance, both > as 

^ " ' • o , - • > 



financial assets, it is not surprising. But a factor^of which onemas^ 
be aware is thdt the financial, asset aspect of life insurance could force 
familit'S to overlook the insurance aspect. When combining this with the ^ 
negative price effect, -one would expect many families to be underi^nstired. ^ 

The relationship between>group life insurance and individually pur- 
chase4 life insurance is negative as expected with the substitution 
elasticity being negative and small, -0.09.- This tells one that group^ 
life insurance is not a very good substitute ^for individually purchased 
life insur^ive«^and one. cannot count on one to make up deficiencies in the 
other* 

* Morcv imminent perceived needs for after death financial resources 
have a positive impact on the ampunt of individually purchased life insur- 
ance. That is, if the major breadwinner of ^ family were to die today, 
the ^need for close-to-death, death contingent financial resources, would 
tend to inc-rease individually purchased life insurance holdings more than 
the more distant needs. » ^ ' ' 

What has been found is that tamilies are sensitive to the net premium 
for ^ndiv-idually purchased 1 if e insurance ; many families view individually 
purchased l^if6 insurance, as a financial asse^!^^and not as a deat^ contin- 
gent substitute for ^financial assets; group life insurance cannot be counted 
upon, to s^ve as a substitute for individt^all^^ purchased life insurance; 
and thfe p^fteived need for after death financial resources for thd period • 
immediately following the major breadwinner ''s death has the greatest im- 
pact on individually purchased life insurance hol^ing^*, 



A FRAMEWORK FOR ANALYZING^ THE^ EFFECTS OF INTEREST ^RATES.^ CfN 

PURCHASES OF CONSUMER DUHABI^ES 

\ ' Sherman Hanna . , . ' 

* * . Assistant Professor 

' School^ 6f Home., EcoJiomics 

Auburn University 
Auburn , Al abama 

The purpose this paper/^is to explore' a 'specific framework for 
analyzing optimal consumer* choices of durable goods in* the face of al^ 
terriate interest rates.*. This f ratnework, has three related usesr 

1) Advice to consuiuers •* aasuming some; consumers do noJt * 

* make optimal choices,- this framework can help reveal - a ' 

what advice ^shouJtii ])e given tS such consumers Sbout ^ * 
' ' purchases o^^<Jiirables , given particqlar preferences 1' 
and resTourcQs ; ' . 

2) Empirical study of cpnsumer behavior •* assyming con- 
sumers' do make optimal cho.ices, this framework can. 
help show what theix choices reveal about their pre- 

\ f erences'; and 

3) Publig policy analysis - assuming consumers do make 
optintal chplces , • this framework can help show what 

1 0 ^ optimal government ^policies would be foryspecific 
;« - - .goals such as energy conservation, imprcjfvement of 
•fch^ environment, and reductions of 'poverty, 

I^a principle '•af consumer's decision to purchase a ^particular durably 
good is simply -a capital budgeting decisioh. The consumer can evaluate » 
the ^costs -and benefits of the item for each peri*od in i^s expected life- 
time*. It is he.Lpful to consider the vaJ.uation of simple financial assets 
in order to better t^nderstarid the value which an individual consumer nfi^ht 
J>lace oft a durable good. For convenience, a number of factors which might 
have an influence on decisions will, be ignored at first. 

The' basic pri,nciples of the valuation of simple financial as'set^ can 
be illnstrated by consiHering the following question, How 'nuch should one 



pay tpday for the right to receive $100 one year from noW?, • Most people 
wou^d pay less than $100 - they discount future benefits beftause of un- 
certainty, impatience, and the value of alternate uses of their money. ♦ 
One way to compute the present value of a future benefit is to compute 
how much one.^would hav^ to pdt into ^n alternate investment such as a 
savings account in order to end up with an equivalent amount of money. 
How, Jiuch would one' have to put into a savings account today in order to 
have $100 at the end of one year? For a savings account paying. 67, inter-, 
est compounded annually, the jEormula ' \^ 

F = P (1 + r)" , 

can be used, where F equals the amount after n time periods, r equals ^the 
rate of interest per time^period, and P equals the present value, or- ini- 
tial amount invested. With rearrangement, the formula for present value 
is derived: . - * 



P = 



(1 + r)^ 



In the example just described/ F equals $100, r equals ,06 per year, and 
n equals one year, so ^ , ^ » ' 

p = $100 = $94 34 
^ 1.06 ' ^. --^^ 

^ , ' ■ ' 

What would b^ the value today of receiving $100 at 'the end of ?two 

years? Substituting in the present value formula, 

p = $100 , . ' ^100 ^ $89 ^ 
^ ^ • (1.06)2 1.1236 

V 

It is convenient to use a present' value table instead of going thivough the 
calculation. (Usie of present va^ue tables becomes especially useful when 
raapy time periods are involved.) \ Using a standard table for the present 
value of one dollar received ri tiW periods from now, it can be found that 
the discount factor for two years at 6% interest is ,89, so that the present 
value of $100 to be received two years from now wauld be $89. The use of 
the present value- method makes clear the importance of timfng in evaluating 
future benefits from investments - the longer one has to wait for any bene- 
fit, the lower will be its present value. . , * 

How much should one pay .for the right to receive $10J3 at the eqd of 
each year for .the next. 10 years? One way to compute the' price one.shbuld 
pay is to compute the present value. of the benefits for each of 'the .10 years 
and then add each of the present values tto obtain the present value of the 
stream of benefits. 'Thus, the present value of $100 per^year for ID yealrs^ 
at 6 percent vinterest is: ^ * • 



One' can use a table for th*e present val\ie of annuity (a constant payment 
per year for a certain number of years)'' to t^Ibtain the present value of . 
$736 at bX interest. ^ what would be the present vAlue of $100, p^r yeai; for 
10 years at a- zero irjterest rate? It would simply be the sum of each of 
the future payments, $1,000** The higher the interest rate, the lowfer will 
be the present value of the future p^OTients* ' 

For computing the present value of a stream of aftertax or non- 
taxable Income, the appropriate distoufit rate to use may be the effective 
aftertax inerest rate of alternate investments. For instance, for a per- 
son in ^ 257; m^frginal income /ta^ bracket , ^the* effective aftei^tax interest 
, rate of an 87» investment's k>%. (Effective aftertax interest rate equals 
actual rat^ times {\ - marginal tax rate), so .06 equals .08 times ,75,) 
What if a person is considering borrowing money In order to buy an asset? 
Then the appropriate discount rate may be the effective aftertax interest 
rateVof the loan. If' a person in a 25% marginal tax bracket borrows money 
at 12?. interest, the effective aftertax interest rate, if the person itemizes 
on his tax retufn, is 97.. Table 1 shows the effective aftertax interest 
rates for tax rates of 227o, 327., and 507., ^nd for actual interest^ raters of 
87. and 127o. 0ne important inference one can draw from this table is that 
the piresent value of any particular flow of future benefits will ten4 tp 
be higher for persons in high.'tax brackets' than for persons in low tax 
brackets. * • ' 



Tabl^. 1 ' * • ^ , ^ 

Aftertax Effective\lriterest Rates 

Marginal Tax Rates . Actual Interest Rates 

-22 ' ' * - 87. . 127. 

(Taxable income, $8,000-$12,000> * ''6.247. ' 9.367. 

.32 „ . 

(Taxable income, $20, 600-$24, 000) ^ 5.447. 8.167. "> 

«. 

.50 

(Taxable income,' $44, 000-$52 , 000) 4.007. 6.007. 



(Based, on 1973 Federal Income Tax rates for married couples filing joint 
retur-ns.) ] 



A simple application of the principles discussed can be shown by a 
consumer's purchase of air conditioner. Assume a consumer has a choice of 
two air conditioners which are identical in every respec^t except initial 
purchase price* and efficiency of operation. Table 2 shows an example where, 
with electricity costing five' cents per kilo-watt hour, the differ<jnce in 
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electricity costs betweerv an inefficient air conditioner and an efficient 
air cotiditioner Would be^$17 ^er year. If it is assumed thab either air 
conditioner will operate yithdut repairs for 10 years, how much of a 
premium should a -consumer. be willing to pay fpr the more efficient air 
conditioner? ('In subsequent discussion, it is assumed that a consumer con-^ 
siders only hi^ private costs and benefits, ignoring S9cial costs and bene- 
fits.) If a consumer values future benefits as highly as present^ benefit's , 
the ,prese*ht value of the future savings will be. the sum of the annual W^^* 
savings, ^170. ' J *\ ' - ^ 

This result is shown in the first line of Table 2, the' present value 
oi $17 per year for ten , years at a zero discount rate. A zero discount 
rate may be appropriate for few persons, but low discount rates may apply 
for, persons in high tax brejckets. For a person in a 50% taxviracket with 
* the .opportunity to invest an 8% rate of return, the 'approp'riate discount 
rate is 47*, so that the present value of the savings from buying the more 
efficient air conditioner is $138. But for a person with a 6% rate, the 
4)resent value of the savings will only be $125. What about the low income 
person wHo must borrow at 12% irite.rest ,^ and who does not itemize deductions 
on his^income tax return? - Such a person will have a present value for the 
iavings^of only $96. A person with a discount rate of 187o. would value the 
savings in electricity costs at only $96, and a person with a discoutit rate 
of 36?, wouia value' the savings at $45. • ' , 



Table 2 

Pr^sVrjli. Va^ue of Savings in Cost of. Electricity Jfor an Efficient^ 
Air Conditioner Conipared to an Ineffiqient Air Conditioner. 

. Present Value of $17 per Year 
Interest Hat^ ^ <for 10. Year^ 

4% ' ' . , ^ $138 . • . ' / 

6% ^ • ^ • X $125 ^ 

12% , / ^ >^ $ 96 

187, ' > * X^' . $ 76 ' ' : ^ 

36% • . . $ 45 - 



(Based on approx>imate cost;s of operation at five c,ents per kilo- 
watt h(?ur of twb approximately^ comparable room air "condi*tioners, 
operating for 10 hours p^r day six months per year.^) 



Since the average xetail price difference between the two models was 
about $36, It vould be. rational for alihodt any (Con$umer to pay the higher 
price fop;th^,more efficient air conditioner. But what ^bout fui^ther •» 
technologlc|4 improvet^ents to ^ave electricity? What if. General Electric 
developed an ^rir conditioner Which could save. $10 per year^on electric 
bills compared to^the most efficient air , conditioner at -present,^ but which 
would .sell • for $80 more? Whichv consumers , would be willing 'to purchase . 
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such an air conditioner?/ We present value of $10 per year for 10 years is 
greater than $80 only f^r discount nates less (than 57.. Therefore, only * 
those consumers who could obtain monVy at an aftertax interest rate of about 
4% would be willing to. pay for the m\ve expensive but more, efficient^ air 
conditioner. 

. - What would be tha effects of a government requirement of higher energy 
efficiency for applianc^s^and automobiles? If the higher efficiency were . 
to be obtained by increasing the coist pf production, then under the present 
tax system and patterns^ of credit availability, upper income consumers \ou Id 
benefit more than lower income consumer^. Wliat would be the effects of 
government requiremehts for greater durability - for longer lasting appliances 
cars, and housing? In this situation, too, higher income consumers would 
tend to benefit more than low Income* consumers . For instance, what if the 
alternatives consist of one appliance which will last 5 years, and another 
appliance which will last fot 10 years? If the net benefits per year have 
a, value of $100' for either appliance, how much of a premium should a con- 
sumer be willing to pay for the longer lasting appl^iance? The price pre- 
mium should depend upon the discount rate of the individual ponsumer. As 
Table 3 "^how^^ a consumer with a discount rate of 67, rationally should be 
willing to pay a premium ^f $315 for' the purchase of the m6re durable ap- 
pliance, while a consui^er with a discount rate of 18% should be willing to 
pay premium of only ^36^ for the longer lasting appliance. 



Table 3 



The present Value of Appliances Providing Benefits of $100 per year, for 
Lifetimes .ef 5 Year^ and 10 Years, at* 6% and 18% 



Lifetime of Appliance 
10 years 
5 years ' 
'Diffe<rence (Price Premium) 



Discount 


Rate 


6% 


187. 


$736 


$449, 


$421 


$313 


$3"l5 


$136 • 



The above analysis is also helpful in explaining the actual behavior of 
consumers. If some low income consumers apparently buy appliances, cars, 
cloth^ing, and mobile homes which do not last as long as corresponding pro- 
ducts bought by high income consumers, they may> still be making rational 
choices under existing conditions. Low income consumers generally face 
higher interest rates than da high income consumers, and they do not have 
the advantage of deducting interest paid" from their taxable income, so it 
may be perfectly rational for them to choose items with shorter lives but 
lower 'initial prices. * ' ^ * 
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The preceding analysis leaves, out many factors important for choices 1^ 
the real world. One factor which has been impQrtant for purchases of dur- ♦ 
able goods in recent? years has been general inflation Tand related rap-id in- 
creases In the prices of '.specific durable goods] Uow can thc^' expected price 
changes for ''a durable §pod be incorporated into the present'value analys'is 
described above? Usually, market interest rates will tendoto adjust for ex- 
pected inflation rate - all other things being equal, the higher /the expected 
rate of inflation^ ^he higher will be the market interest rate. If a con- 
sumer uses his 9urj^ent after-tax interest rate as a discoifnt rate in cal- 
culating present value, the benefits and costs for a time'period should be 
measured in terms of expected prices^ in that time period." 

How should la consumer ^ake expected price changes into accost in deter- 
mining the present value of a durable good such as a house? Assume a con- .* 
sumer is planning to »uy a houge'Yhich has a rental value of $1,000 per' 
year. For simplicity, assume thisHiouse will last for 30 ye«6 in perfect 
condition, t4ien tift-p to du$t when it fall5 into the San Andreas'^ Paul t , What 
is the present^value of the hous'e to a consumer witK a dispount rate of ' 
6r? Using the formula for the present value of. a stream of payments, 

P ^ ^n.OOO . $1.000 / • SKOOO 

V 1-06 t (rt06)7 + • • • + (K06p0 

Using a table for^the present value oof an annuity, one can find that the 
present value equals $13,765. In othe^ words, the "consumer should not 
pay more than $13,765 for the. house. But what if the consumer expects the 
rent on comparable houses to increase 57. each year for the next 30 years?' Ther 
the .present value of ^the house obviously must be greater. Now, 

p . ih.qOO_Cl._0?> $1,000 (1,05)2 ^ $1, 000 (1,05)3 0 

i-06 - (1.06)^ +. . . . +"^ro6)3tr^-- 

which equals approximately, 

p = hiOOO $1.000 ^ ^ $1,00 0 

1.01 ^ (1.01)2 + • • -X/TrjoTpo 

From a table- for the present value of an annuity, it can be found that the 
present value for an annuity of $1,000 per year for 30 years discounted at 
17, interest is $25,808, which is almost twice as much as the present value- 
■with no price (rental' value) increase expected. The consumer should be 
willing to pay $25,808 for the house. The reasons for the attractiveness of 
real estate as an investment , should be clear. In addition to .providing ' 
valuable tax advantages for middle and upper income investors, it provides 
an excellent hedge against inflation. Tne higher the' expec tedSate of price 
increase (or equivalent' rent increase), the higher will be the prieent value 
of the investment at any particular discount -rate . (However, the iffarket 
price mav be higher than the present value j:"o a -particular investor ) 

\ 



It is instructive to examine the rate of price increases for some other 
consumer durable goods during a recent period. As Table 4 shows,- the rate of • 
the price Incroiises for various durable goods betwe/ea January, 1974 and 
January, 1975 were very "high, with almost all rates higher than the rate of 4 
increase in/ the overall Consumejr Price Index, Durable goods were among the 
few^ investments available Co tile ordinary invfstor which more than^ept pace 
with increases ^in the coat of living during this period. Apparently, some 
extra buying as a hedge against inflation did take place during this period, 
especially with automobiles .In fact, there were three good re.asons for 
consumers to sell their old cars and buy new ones: expectations of price 
increases in new cars, expectations of even more rapid iticreases in the cost 
of auto repairs and maintenance ^hich would make old cars relatively more* 
expensive to operate than new cars, and increases in gasoline prices which 
provided an incentive to buy cars with better gas mileage. Similar -factors 
were present for s'pme other consumer durable goods. But there was a severe 
loss of purchasing power with the combinatloli of high inflation and reces- 
sion, with the Consumer Price Index increasing 11. 7Z while the spendable 
earnings of the average nonagricultural worker with three dependents increas- 
ing only about 67. 

Table 4 

\ Price Changes of Selected Consumer Items, 

\ January, L974 to January, 1975 • . 

Change in the Bureau of Labor 
Item Statistic Price Iftd ex 

Consumer Price Index (Overall) . • 11.7% 

AH Durables , 13,07. 

Household Furnishings . 15.0% 

Automatic Washing Machines ^ s 14.2% ^ , 

Refrigerator-Freezers* 15.4% 

Electric Clothes Dryers ^ 15.1% 

New Automobiles * 12.7% 

Used Automobiles ^ ^VU 

Auto Repairs and. Maintenance 15.5%. ^ 

Gasoline ^^"^^^ " 



(Source: Monthly Labor Review , March, 1975, Table 23, Consumer Price 
Index - U.S. Average, pp. 105-110) ' ^ 

• ^ ' 55 - 



The preceding type of present ' valpe analysis can be- quite useful, but 
It has one serious theoretical litnl^jj^ti'bn - i^t^ust be assumed that the cur- 
cent satisfaction received from an amount of money payment or real co.nsump- 
tion in any time period is the same for all Individuals and is independent 
of the particular time period and of other circumstances. One caa obtain - 
some Interesting theoretical results with le^s restrfbtive assumptions by 
using the present^value of utility received \n each time period ratheVthan 
the present value of the mofietary valde of ben6Iits'in each time pei^iod; 

'With tRis method, one can calculate the pre'sent value of current utility -in 

'each period derived from a* durable good as: ' « S 

'-^ , , \ ' . ' ^ > * ' - ' . »\ " 

^ p'= u,d ^+.. u.d + . : u d\ , ' . " ' 

" ^ "^^^^22.,, n n' 

where Vt equals the utility derived in^eaclj time period t, and.dt eguals the 
discounX factor appropriate 'for time period t. Tf a Asumer discounts future 
time- per rods at a constant rate per time, period, sa^#5^he 



becomes , 



le abov^ formulation/ 

■ ■■,/u • ^: ■ '• ' u - . # ' ^ • 

)P1 = r) Z (I = r)^ • • •• (1 + r)'^ ■ 

♦ f 




For a c^omplete analysis of optimal consumer ,jE;:hoice over Cime, one would 
derive demand functions . from the maximization of amuUiperiod utility'^anq 
tion subject to^a lifetin^e budget constraint.-^ However," for simplicity^ the 
concept of the present value of. the net utility derived, from'a producl: in 
e.ach time period during its, lifetime wilT l?e,used. . ' C 

If two related plausible^assumptions are used -"'risk avoidance ,artd 
declini>hg marginal utility of wealth - some" results relevant to consum^ 
purchases of durables can be derived. First,. if consumers are risk avoi 
then ^he greater the unce;rtainty obout 'future Benefits, fhe/lower will b.e^ 
•the expected utility of the benefits to the ponsum^^r. In financial anally-^ . 
sis a risk^ ad jus tthent^f actor is often Included in Jthe^ xliscount factor Qs^in * 
computing the value of the invesWnt. .Iff two .inveateierits are being considered, 
each with^an expeeteB average return, of $1,0'&0 per year, but the return of 
one inves^tment is expected with certainty, to be exattJy $f ,000 per year, /and 
the return on thie other investment 'has a. 50% chance of bein3*$;,500 per year 
and a 50% chance of* being $500 per yearT a risk avoiding' investor wotild pre- 
fer the certain return to th^ocbance. of making, perhaps more and perhaps less' • 
than .$l-,000 per year. A risk av<iiding' iTivestor might use a 6% discount rate 
for the safe investment and a 9%'\liscount rate fo^ the risky investment.^ 

A similar consideration wpuld apply^ for a consumer considering- investing 
in risky durable goods. Why, might durable goods be risky? They might' be 
risky because they fallg^part sooner tha^i expected,' because t^hey require * 
higher than expected "aic expenses , or because the consumer ' s Inee^s might ^ ♦ 
change in the future. Since a consumer cannot be sure about these. events , 
he may discount^ expected Benefits from a durable good at a higher rate than 
he would for a safe . investment such as a savings account. *If ecofiomit arid - ' 
poljcicar conditj.ons become very unstable, a cqrtsumer's perception of Vi6ks> *• 
may cause him to discount benefits from alL investments at a high rate, 
leading him to spend more fon iiranediate consumption. ' 'A • . • * 
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If a consumer has declining marginal utility for wealth, then the 
flower present wealth is relative to expected future^wealth, the higher X/ill 
be. the' consumer* s discount rate. This provides another economic rationale 
for the alleged present-orientation of low income consumers, ♦as the higher 
the discount rate, the lower will.be the investment for the future- Even 
if low income consumers have preferences identical to those of high income 
consumers, their behavior may appear to be more present-oriented because 
they faCe higher Interest rates and because their present 'wealth is low 
relatlv.e'to future e'xpected wealth. 

* What implications does ufiis present value analysis hold for public 
poficy? ' For energy policy, this type of present value analysis should be 
consi<lt;red ir\ deciding upon Specific ways to encourage energy conservation. 
One w^y t*o achieve energy cons'^yvation is to raise energy prices^, which 
will presumably induce some consumers to cut back on their use of energy. 
One of . theiitiost important ways to reduce energy consumption is to make some 
^hvestme-nt to. achieve more efficient usage. But, as shown before, there 
are good reasons why low .income consumers have less incentive (and less 
ability) tb invest* now for future benefits. If public policy on energy 
i's to be equitable as, well as efficient, perhaps programs should be de- 
signed to nelp low income consumers to invest in energy conservation. 
Another related public policy issue is the use of monetary policy to figTit 
inflation. During periods of increasing/ inflation, a cotnmon monetary 
policy ,to fight inflation ^ to. decrease/ the rate of increase in »the money 
supply, which in ^ui;n will tend to increase interest rates for borrowers 
and investors.. All other things being equtil, high interest rates will ' 
tend to .inhibit investment ii^ energy saving' methods such aa insulation and 
more efficient appliances* In order to encourage investment in energy 
♦saving devices during periods of tight money, spec:|al tax credit alloca- . 
tion, or direct loan pfogram? may be appropriate to prevent anti-inflation 
policies from working -against energy conservation goals. 

The above policy recommendations are based on somewha<t ilnpressionistic 
analyses. Obviously, further res^earch is need.ed in this area. Research 
needs include surveys on ti^jig* preferences of different classes of consumers 
and of actual interest rates faced by different groups of consumers and 
corresponding investment patte^V}^ in "financial assets and 'durable goods. 
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Footnotes 



For a basijc introduction to the use of present valUe techniques, * 
see Glen A* Mumey; Personal Econotnic Planning , New York: Holt, 
Rinehart and'winston, 1972\ pp. 45-51. ^ . 

See ibid . , p. 50. ' ^ 

Based on data in the article, '/Air Condi tionersV* Consumer Reports 
^uly, 1973. 

Bus iness Week , '*The Auto Slump Spreads," December 14, 1974, pp. 58-64. 

Monthly Labor Review , March, 1975, Table 20, ''Gross and Spendable 
Weekly ^arnings pp. 102 

James^. Henderson' and Richard Quandt, Microeconomic Theory , New York: 
McGraw-HUl, 1971 (2nd edition); chapter 8. 



In general, Athe investor's utility function would include both expected 
return and iteasures of expected risk. One applied metKod for taking 
risk into aicount is mean-variance analysis ,* where it is assumed that 
the investpr's utility is a, function only of the mean and variance of 
the expected return. See H. A.' John Green, Consumer Theory , Baltimore, 
Penguin Bocks, 1971, pp. 256-246. 

-S^Br Alfred /MarshaH , Principles of Economics , New York: MacMillan , 
Press, 197y2, pp. 80-81., (Based on Eighth Editipn, published, in 1920.)- 
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LIFESTYLE AND PSYCHOfcRAPHIC ANALYSIS 




^ OF CATALOG SHOPPERS 

Christie Paksoy ^ 

Instructor . . , • 

Area of Behavioral Studies 
The University of Alabama 

Consumers in the 1970 's have aa overwhelming selection among business 
establishments wh^n shopping, for general merchandise! In 1972, there were 
over 70,140 general merchandise stores, 5,792 department stores", and 21,046 
variety stores in the United States. Combined there are over 1.7 million 
retail establishments in the United States doing more than $448 billion^ in 
business annually (15). Furthermore, consumers in the 1970 's can purchace 
a wide variety of items including such classifications t)f merchandise as 
clothing, gifts, J^otne furnishings, and large appliances without even leaving 
home. In fact, consumers in 1972 purchased almost $4 billion worth of 
goods and services from one- or more of the 2,833 mail order houses in the 
United States (5). <> ' 

The mail order catalog business is growing rapidly, and more expensive 
items are replacing the less expensive product offer4.ngs of th6 past (7). 
The United States Census of Business in 1972 reported a 16^1 percent increase 
in mail order sales during 1971 (14). A study of Tucson mail order buyers 
found that families averaged $190 annually in merchandise, a combined expen- 
diture in,1971''of almost $7 trillion on mail order goods (12). 

The growth observed in catalog shopping can be related to recent social, 
psychological, and economic developments which may alter future shopping 
patterns as well. The growth of metropolitan areas has influenced the life- 
style of consumers. The profile of isolated rural residents dependent upon 
mail order buying for a variety of goods is a visage\ ok the past. Urban- 
ization has created new shopping patterns downtown aa4- in outlying malls. 
With such a variety of shopping areas available, it would seem that the 
^necessity for catalog buying would be minimized. Howiaver, in the late 1960* s, 
70 to 80 percent of catalog sales were in the metropolitan market, compared 
to 50 percent in 1950 (4)» A'Wha^ factors, then, motivate consumers to shop 
at home? ^ * 

Convenience may be an important motive. Locked-in shoppei;s such as 
mothers with small children, thelelderly, and the handicapped frequently shop 
at home because shopping downtown\is too difficult. Furthermore, the traffic 



problems associated with downtown and outlying shopping centers create a 
need for more convenient shopping methods. Particularly in regard to the 
recent gasoline shortage arid the uncertainties of the future relative to 
energy, the in-home convenience of catalog buying provides consumeifs with-^a'^ 
viable alternative to remote, in-store shopping (6).* , 

Another factor contributing to the increase in catalog buying may be 
the reduction of risk which consumers in, the past have associated with' 
buying unseen catalog merchandise. Manufacturers and retailers h&ve mAde ^ 
great strides in? standardizing and branding products. Consumers themselves 
have become morel educated and sophisticated shoppers.' Furthermore, the s^lf- 
service format olf supermarkets and discoun;t stores has contributeti to the 
consumer's ability to judge quality by /o^rcing choice in merchandise with 
littTe or no aidJ f rom salesclerk^ (7). ' * V- » 

\ , , . \ ' 

Although retail sales -statistics indicate an increase in mail order 
purchases, they offeif no information^ which may be utilized to identify fre- 
quent catalog shoppers. Moreover, the research which Tias been Conducted 
related to catalog shopping behavior primarily describes consumers on the 
b^^es of demographic and socio-economic characteristics (6). Since several 
autKors (2, 10, 11) suggest that recent changes in socio-economic Character- 
istics of consumers raise doubt as to the usefulness of , these valuables, 
life-style analysis was employee} in this exploratory study to examine mail 
order, catalog, purchasing behavior, .Ihe specific objectives were: 

t 

(1) To identify stratified groups of Sears, Roebuck and 
Company shoppers based on life-style charac teiris tics , and 

(2) To examine these groups formed on the basis of life-styl^ 
* characteristics in order to determine. if they vary sig- 
nificantly on the basis of, cata'^og shjE^pping 'frequency* 
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The sample for the Study consisted of 680 Tuscaloosa, JVlabama, .residents 
who were rar\domly chosen from the Sears, Roebuck and Company catalog mailing 
list. The 680 member 'sample represented *^:en percent of all 'TuscalboaPa resi- 
dents who received a Sears Roebuck and Company catalog in 1974'. In each case 
only female subjects were retained for the study. ^ In the eveni£, that a male 
name appeared in the sample, survey material , was "Sent to the "Mp^." in the - 
household. . K' ' , 

Questionnaire 

— -I ■ 

Each of the 680 subjects in the sample -was sent a questionnaire through 
the mail. A business reply envelope was also included i,n order to make> 
respondi^g^more convenient for the subjects. Responses were collected for 
a two week. period.' One week following the initial mailing,l a post card 
reminder was sent to each subject. ^ \ ' 

60 • ' " . • . 



The questionriairJ utilized in 'the study was composed of three part's: 
life-style analysis, catalog usage index, and demographics. Both catalog 
usage as determin(Jd by the frequency of .purchasing catalog^ items ^nd demo- 
graphics were used to group and classify the catalog shopper. 

The life-style portion of the questionnaire consisted <of forty-five 
Likert statements directly related to nine' life-style vatiabljes (Table' 1). • 
Each statement was rat^B on six point continuum from definitely agree to 
definitely di&agree. Statements for the questionnaire were developed from 
, unstructured interviews an^ previous research conducted by Reynolds and* 
Martin (9) and Tigelrt and Arnold (1-3). » • v ' 

, A pilot study was performed in order to determine the overall readibility 
of the.^tquestiunriaire items and to determine if each life-style statement was 
unidimensibnal. For each statement an item analysis was performed td deter- 
mine the correlation between that statement and tKe life-style variables to 
which it was related (8). Negatively correlated items generally indicate 
that the aumpral values for the scale are not piJope^Ly assigned and should 
.be reversed. Zevp or very low correlation coefficients suggest that the 
statement fails to measure the life-style dimension to \^hich it is Yelat^d. 
In ea<rfi c^se statements utilized in the study w^re highly related to tl^eir 
re;5pective life-style variable yet only slightly correlated With the total 
pool of sta'^ementS for the entire que^stlfonnaire. Therefore, each of the* 
forty-five Liker,t statements appear to be dif f erentiating' inr regard to 
life-stylti variables and were thus ret^ined^ for the £inal questi^<^nnaire. 

StaJ^isttcal ^Analysis ' ^ • i . * 1 

, Catalog shopping fifequency was itieasured by respondents' perception of 
their ''usual" Chopping Ipehavior fo^t: 39 products. The total pool of 39 
products was studied* simultaneously ^utilizing mpltivariate statistical ^ 
tectiniques in ord6r to provide a more complete description of catalog shop- 

» ping behavior. Specifically^* respondents indicated shopping patterns by 
scoring, for each product, listed, a scale rangi^ig \^f rom one to si!x with "one" 
indicating the responden^t never buys the prdduct^hrough the mail .and "six" 
indicating that the respqndent always buys the product through the mail. 

The total sample of ,280 .respondents was randomly assigned to two sub- 
sairilples since computer capacity allowed for the grouping of a maxijmim^of *150 
subjects. v/ardV^ (16, 17) hierarchial grouping technique was then applied 
to each of t*he subrgroups in qrder to maximize the homogeneity of profiles 
wlJ:hin the sa»i^ clusters' taking account of all profile variables and all 
cfusters at the' same time.'^tlbre specifically, the hierarchial grouping 
I'^garithlJv starts with .N one-member groups of individuals *^nd combines the ' 
grou^,^ until two 'n-memf>er groups are formed. At each level of the groupi\fg 
process, 'the groups ar-e combined^ so as to minimally increase the within j 
^roup variJance with each successive grouping. At a^y given stage* in the 
.process, a* significant increase in the within group variance indicates tha^t 
•the^ gyapping directly preceding that gronuping is the optimal clustering of 
subjects • ** * 0 . ^ '* 
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.V rdi v<&tv' .'tlorru.K tuc Duccei>i>fu Inuss oi tho yard's grouping lechniqu 
a cocfficic:xt- -n" pr>fiK' similarity was dolormiiUHl bot^wcen every possible 
C'>r^i)acion ot cataV sMoppin.', ^roup?, (3). Catalog shopping groups formed** 
a five cluster sJxuctifrc in which Group I, Croup II, Group III, Group IVv and 
Gr.>up V represented nu'st u-equmt catalo>; shoppers, frequent catalog shoppers 
noderate catalog; shippers, occasional catalog shopper^ and infrequent 
catalog shopper.^ , respectively . When separation betyeeA groups is optimal 
the coefficiea^t of profile similarity approaches -1.00, indicating that 
ii^toups^ are less similar tlian would be expected by chance alone. Lower eo- 
i'fficientd hetweta any two groups would signify the need for further grouping 
• > , 

For the purpose of comparing the previously formed 'catalog shopping 
groups with the nine life-style variables, responses related to each of 
the variables were scuftmed for each subject thus giving nine scores to be 
utilized in the ^malysisT Fue lif e-'SCyle* varijables were then used to develop 
\iescriptlve portraits ^f the iUentified catalog shopping groups using mul- 
tiple Ji^scriminant analysis. ^ o 

O V 

pic* objectivcfof multiple discriminant analysis in this study wds to pro 
ducc an vjrtho^onal function that would discriminate between frequent catalog 
shippers *ajjd infrequent cataK^g shoppers. To accomplish this, weights were 
assigrijfd to the life-style variables such that* the standard dev^-ation within 
•grqlips is minimized and between group varianc^e^ is maximized. Since the 
dt*p6ndent variable, catalog shopping frequency,^ is discreet in nature, 
discriminaut analysis rather than regression analysis, which assumes the 
^dependent variable is a random variate, was chosen (1). 

' Findings 

\ ^ • 

Identi/ication of Catalog Shopping Groups . ' 

' The 260 catalog shoppers who responded to the questionnaire appeared to^ 
^cluster Into fj.ve independent groups on the bases of their "usual'* purchase 
beliavlor £/3r certain catalog .items. Mean shopping pattern prof i l6s -wete 
detji'rmined Cbr 6ach ^^t the five catalog shopping groups. Group I respresents 
individuals who most frequently purchase merchandise from .mail .order 
catalogs. On the six point rating continuum for products in the question^- 
'Tiaire, Group J* shoppers most ^ frequently -chose "3'* which referred to the 
statement-;"^ frequently buy through mail order catalogs" and "4" which 
"referred ,to^t]i^ statement "I occasionally buy through mail order catalogs"." 
Similarly Group^ II shopping means'^ ranged from "2" to "3" indicating fre- 
quent catalpg^ topping behavior. Moderate and occasional datalog shoppers 
were delineated by Group III and Group^ IV means respectively. Group V 
represented a -fifth segment/ the infrequent shopper, who rarely places a 
cataj.'og order. ^ Means for the infrequent shoppers on each of the thirty^ 
nine*^ product!/ were "ono'^ indicating a tendency to seldom shop by mail ordor 
catalog. / " • . 

\/Although shopping: i?,r(^ips differed on the basis of purchase frequency,,- 
thtre was littlu diiicrtnce in lypt' of product purchased among the five 
groups. ^In./gt-noral, however, less frequent catalog shoppers did tend to 
plf^chase jnore jewelry, i^ifts, find toys while frequent -trrrta log 'shoppers 
ordered bo'tji uift ^i^cems aful s'taple goqds from mail order catalogs. , 

hi 
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Analysis of Catalog Shopping Groups - w 

After the five catalog shopping groups had beep identified an effort 
was n.aJc to determine if a relationship existed between shopping groXips and 
a set o^^nine life -style variables, a mean life-^tyle score was determined 
for j>^h ofth^N ^roupj with regard to each of the li^fe-style variables 
(T#rble 2), Considering me^n scores alone, a rough profile could be devel- 
oped for each of the five groups • Group I shoppers, the most frequent; cata- 
log shopping group, appeared to be ''fashion conscious," **pfice conscious,*' 
''inncvators" who are neither "credit users" nor "store loyal," Moreover, 
the most frequent shoppers, to a lesser exten.t, seemed to be more "price 
conscious" and **se If -confident" than did less frequent catalog shoppers. 
On the .^ther hand, less frequent shopping groups had a greater inclination 
toward "credit'card usage" and "store loyalty." 

Although mean scores are useful in indicating characterisitics of 
shopping; groMps, reliability of the measures in separating the groups must 
be determined in order to provide meaningful contrasts. When univariate 
F- tests were performed between the five groups on each variable only 
"price conscious" and "innovator" proved statistically significant at the 
• 05 level (Table 3). Tlierefore, catalog shopping, frequency groups appear 
,td be best profiled by responses to statements related to .their attitudes 
toward price and their innovativeness . . * 

In ord^r to examine the ability^ of life-style variables to maximally 
separate catalog shopping groups, ^ discriminant analysis was performed on 
the data\ One discriminante score was extracted whi£h accounted for 57,26 
percent of the variance. To determine the extent to which each lif^-style , 
\/ariable was associated with the* first discriminant score, discriminant 
correlation coefficients were determined between each life-style variable 
and the discriminante score (Table 4). Correlation coefficients were also 
calculated for the other three "discriminant scores extracted by the dis- ^ 
criminant analysis; however, due to the linji ted, amount?* of variance they 
ejcplaift, further analysis of these scores was abandoned! [ 

^ T. 

Foxxjo of the nine life-style variables were strongly associated with the 
•first discriminant score. More specif ically, , "price Consciousness" cor- 
related 0.593 with the first discriminant score, "sociable" correlated { 
0.5730, "innovator" correlated 0.7168, and "^re loyal" correlated -0,5708. 
Since t\\e proportion of variance accounted fo* by a variable is ,the corre- 
lation cbefficient squared, "price conscious, "sociable,"^ and "innovator" 
explained appi:oximately 36 percent, 33 percent, and 54 percent, respectively, 
of the variance associated with the first discriminant s^re. "Store loyal," 
however, was negatively correlated with the dlscrimiftant score^ indiqating 
that shoppers who tend to be "price conscious," "sociable," and "innovative" 
frequently shop for goods aad-«services in more th^n one st;ore.' ^ ^ 

In additioh,* i'price conscious" and "innova^ior" whose 'Correlation wfth 
the principle discriminant score was highljj positive were also most con- 
sistent in rankings across the five group^' in the mean profile analysis. 
Similarly, "store loyalty" which has a high negative correlation with J;h.e 
discriminant score'^was also consistent in ranking of groups; however, the 
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ranking was inversely , re la tjed to catalog shopping frequency.' Therefore, 
•*price .conscious" and ^'innovator" related statements be9ause of their statis- 
tical significance and' because of their highly positive rel^tionship.,with 
the discriminant scor^i appear to be most important ixi identifying catalog , ^ 
shopping groups. v ^ « 

♦ 

To further examine the data^ group centroids (multivariate means) on the 
first discriminant score were obtained (Table 5), The «entroids positioned 
Vach of the groups in a one-dimension space by their relationships to the, 
riinc life-style variables. Tlie relative distdnce between each pf the groups - " 
on the vector directly relates to the centroid order. Therefore, Group III, 
nodcritc catalog shoppers, and Group V, non-catalog shoppers are lowest oti. 
the vect'^r; Group II, frequent catalog shoppers, and Group lU, infrequent 
catalo,.; shoppers are located relatively close to each other near the middle, 
'^f the vector; and Group I, most %f requent catalog shoppers, occupies the 
highest position on the stale. Positioning on the vector would tend to in- 
dicate that although Group II is different from Group IV-and III is different ^ 
Srom Group V J.n regard to catalog shopping behavior, little difference \s 
exhibited in thqip life-style profiles. * ^ - ! , 

1 

Discussion . . 

Although this study was limited to cata]Log shoppers in .one community, 
the investigation does offer iijsight for mail order retailers. *More speci- 
fically, the research findings indicated that residents in a trade »area can 
be segmented on the basis of catalog shopping behavior and that these seg- 
met^ts can be distinguished by certain aspects of the members' style of life. 
Therefore, analyses of the relationship between life-style variables and - 
catalug shopping behavior in this study offer mail order retailers exciting * • 

possibilities for reaching various segments of the catalog market. 

Thus, in light of this investigation, ratailers desiring to capture the. * 
segment Jf the catalog market which most frequently utilizes mail order^cfifta- 
I'igs would be wise to stress the ease and time-saving aspect of catalog pur- 
chasing in promotional campaigns. Furthermore-, ^ince frequent catalog shoppers ^ 
alsc tend to be more innovative, these shoppers would be expected to perceive 
less risk associated with catalog buying. However, frequent catalog buyers 
would also be inclined to demand more variety and novelty in product lines 
offered by mail order retailers. 

On the other hand, since less frequent catalog- buyers appear to be more 
store loyal and more likely to make cfedit purchases, retailers seekings to. 
cultivate this market must develop marketing strategies unique to infre- 
quent catalog shoppers. More'^specif ically, mail-order retailers should 
concentrate on developing consuiner loyalty since in most cases once' an in- 
frequent catalog shopper choosers a store »or catalog from which to shop, most 
of his purchases are made there. Furthermore,^ since_^*infreqtient catalog 
shoppers have 'fi high propensity to make credit purch^ases, catalog retailers 
interested in (jevelpping this segment should provide a wide variety of 
credit "captions in order to attract this catalog shopping segment, ' 
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Furthermore, *Life-style' prof iles oX catalog shopp-ing segments cQuld 
proyliJe insight for consumer educators particularly in the area of educa- 
tiuna uteriaT. planning. Moreover, knowleHdg,e of the aspects' of consumer 
life^-stylub whiclv affect catalog purchase behavior i§ essential in di>recting 
consumers tc>warri more intelligent xiat^log purchases. • 

^ ^ r yMore sprcif icaliy, sin€e,more frequent catalog shoppers are inclined to 
purchdJvtj less expensi-ve, relatively^new merchandise* these consumers are 
particularly susceptible to the "risks associated with purchasing unseen / 
catalog.; gi.-xi^. Therefore » although larger mail order retailers tiave made • - 
^^rcat strides in standardising and»branding mail grder goods, les^' reputable 
dealers otten of fer inexpensive inferior .merchandise in qrdeir to attract 
.w^ori'^unitirs . Tlius, consumer educators should be^ especially concerned witk, 
dev'el 'ping Educational materials which wi 1 l^alcvrt catalog purchasers to \^e • 
• fact Ihdt the price and newness ^f a product are riot always sufficient indi-, 
•caiors of the-<|uality' of the^ merchandise. ^ , , , . 



SELECffiD REFERENCES - ' 



Aak^r^ D^id A. Multivariate Analysis in .Marketing: Theory and 

Cpplication . Belmont, California: Wadsworth Publishing Com- 
pany, Inc. , '1971 . 

Bernay, Elayn K/ "Life Style Analysis as a Basis for Media Selection." 
In Attitude Res'earch Reaches New Heights . . Edited by C.W. King ^ 
and D.J. Tigert. Chicago: American Marketing Association, ;»1971, 

^ 189-95. \> ^ ^ ' * 

Cattell, Raymond B. "rA and Other Coefficients of Pattern^imilarity>** . 
Psychometrika , Vol. l4,;No. 4 (December/' 1949) , 279-96. 

Cox, Eli P. and Erricksoti, Leo G. - Retail Decentralization . East 

L^lnsing, Michigan: Bureau of Busi^iess and Economic ^Research, 1967. 

Faitcbild\s Financial Manual of Retail Stores , -'tiew York: Faffirchild 
Rublieations , Inc., 1973. 

Gillett, Peter J. "A Profile of Urban In.-Home Shoppers.*' Journal ^ 
of Marketing. V.ol,. 34 (July, 197a), 40-5. 

Guidry, Fed'^rick )i. "Mail-Order Business Climbs to Luxuries,"^,.* v 

Christian S cience Monitor , (February 20, 1974), , . 
— ' : vv* 

(}ppenheim, Abraham N. QuestTonnaire Design and Attitude Measurement . 
New york: Basic Books, 1966. 

, ) • 

Reynolds, Fr6d D. and Martin, Warren G. "A Multivariate Analysis of 
][:ntennarket Patronage." Journal of Marketing^ forthcoming.., 

and^arden, Willian? R. ."Intermarket Patron'age: " A Psycho- 
graphic Study of Comsumer Oi^tshoppers." Journal of Marketing , 

Vol. 36, No. 4 (October, 1972), 50-4.' 
^ . * ' 

Rich, Stuart U. and Jain, Subhash C. "Social Class and Life X^ycle 

as Predictors of " Shopping Behavior. V Journal of Marketing Research , 
Vol. V, (FebVuary, 1968) 41-9. ^ 

Scott, Richard A. and Gillett, Peter L.^ "Tucson 'Outshoppers ^ , Where 
They Buy andf Why." Arizona Review, Vol. 22, (February, 1973)1-6. 

Tigert, Dguglas J. and Arnold," Stephen J. "Profiling Slef-Designated 
Opinion Leaders and Slef-Designated Jnnovators Through Life Style 
^ Research. "« Proceedings , 2nd Annaul ''Co^nf erence, Association for 
Consumer Research. ^ . ^ . 

lathrope, Richard and Bleeg, f4ichael. "The Fast Food 

Franchi&f:' Psychographj-C and Demtographic Segmentation AnalysjL-s/' 
Journal of Retailing , Vc^l. 47'(Sprrng, 1971), 81-90. 



U.S. Bureau of the Census. Retail Trade Area Statistics , Vol, -II, ' 
Part 1, 1967, * . » * , ' 

Ward, J,H, Jr. and Hook, Marion £• A 4T-^^ei^archial' nrouping Procedui^e 
Applied to a Problem of Grouping Profiles . Lackland Air Fk)rce ^ 
' 'Base, Texas: Personnel Laboratory, Aerouautrcal Systems Division^ 
•October, 1961, (Document No. ASD-TN-61-55) . 

. "Hierarcl\ical. Grouping to Optimize 'on Objective Function, 



American Statistical Association Journal , *Vol. 58>, No, 301,;(Marchv 
1963), 236-44. 



. 86 



74 



r 



A TECHNIQUE FOR IHE STUDY OF. SPATIAL ACTIVITY 

PA'ITERNS OF ;i^TRA-MALL SHOPPER^ 

Anne Sweaney 
Ooctoral Candidate 
cj^j^^^ , , The University of Alabama 

- ♦P/^ . •'■ 

« ,With tile increased mobility, of the populatTon after V(orld War II, the 
shopping center became'a retail and sociaL phenomenon in America.^ Many Ameri- 
cans have been Lured away from the CBD by the convenience and the variety of 
pr^-iducts and services offer^ed in these tAisiness centers. Families are com- 
bining shopping' trips and entertainment. 

Although numerous studi^es have been ma^de concerning shopping centers, ^ 
littlcr-if any. information is ' available concerning spatial activity patterns^' 
withinythe shopping centet.^ These patterns are operationally defined as 'the 
routine patterns followed. by shoppers 'as they attempt to maximize the mar-, 
ginal utility achieved frbhi various kinds of shopping trips within a mall. • 

Purpose 

* ' The^ two-f;Old purpose of tliis Study was first, to identify empirically ' 
tbje existence of spl*tial activity patterns within the shopping center, and 
second, to develop a method of . identifying .activity patterns of shoppers^ withr 
in 'a mall . . • . ^ " ^ . 



/ 



-The value of this study' Jies not with established malls, but with the 
planning and organisation^ of' new malls and/or additions to existing malls. ^ . 
The information technique '^presented^ here has pra^gmatic application for the 
complex designer and/or the tenant in determining the best 'tenant mix/tenant 
selection. ' . • ' * ' ^ * 

Sfte &nd Situation ' • . 

A. Lc^cat'ion Jk 

This study took place at McFarland Mall, which at the present time' is 
thfr largest center of. its type in the Tuscaloosa urbanized area. Located at \^ 

- 87 ' • ' ' ^ 
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tho intejsecjilon of Sk>lanJ BouK'vard and McFarland Boulevard and also the 
Interchange '^'f Inters tafc^e' 59 ^ it covers approximately 40 acues of SeOjtjLon 31; 
t Mv'v'^io 2I3v far^r., .^f Tui^cal^'Osa County^ Al*ab>atna, 

E\\ilaat:iiA; JLIu* general gr»^wth -areas of Tuscaloosa, there is a strong ♦ 
rrt nd,;towaVd t^itr soathuc^s t;. Tht.*se maj,6r areas of development are^^ within easy 
ac^^esy^ to. the activrCy. l?iese -phys ical lucat-ion , factors contriByte to t,he 
-.m^na\ I *act tvicv at this. ceTiter.v-^ ^ - -i , ^ \ » ' , 

^ • •• •"■ ■ ■ ••' 

^ ' . . ' / ' ' . 

* * Tiie cla'ssif icati>.jn of ^hoiTpine centtscs has been discussed in the litera--' 
X'ir<' ')v. Ke4 Icy,/" "paker and Funare,-^ Hoyt*, and others/ , Although the defini- 
ti'^s diff(«r'in detail, their basic t&nets are similar^ ' • ^ ^ 

^Kf 1 U y .defines the regit^jnal shopping center as, "one ^designed to serve .* 
f r 100,000, to 'une rail lion .or moVe res iding->/i thin 30 jgiinutes driying time 

the city. Incruded aro ^nu or tvjo m^.jol? department stor6 ''branches in addi- 
Licrn tj^ convenience and spe^cialty good^ s,tor^es. Branches includ^ 100,000 to 
300,000! square feet of selling space/' <^Kel ley ^went on to describe these* . 
centers as j^fe'riag the most -variety of goods*and services joutside*^ the CBD,^ 

MtFarland Mall dortsists 'of 48 busitfesses occupying 400,000 squar^v^f^et - ' 
'f.st.>re space,^ 14:. is located 'o^rT a ./iO-acre sitre in TuscaLoos^ County', vhich 
had an estimated 1^72 population of 117,70'0. Because of Ctiis clos,e adheretice 
I J the Kelley de.f iai t ion, -McFarland >}all will' be classif^ea as^a regiofial cen-, 
ter;for the, purposc'v'p^: the study. . " t ^ , ^'^ 

On* - Populous Characteristics' ' ' ^ . / 

* ^ < ' ^ iJ^ . . ^ ' / 

^ The most commonly ^^uaed' and most valuable indicators of a commanity or 
.iTtban' area .^re the characteristics of tK^ people who live .tKere. 

Tht general Lharac ter is tics' of ' the popul,atior1 bf ^Tuscaloos-a' shoj^ that ^ 
in almost every age' group females outnumber mates. There ts'^lsoan irtdication 
o*f o*utmigration irf th^ twenty- to twenty-four ye^r age gro^pl This was mor'& • 
prinounct'd for the male sector than for the female sector, ^as ^ag^, irrespec- .* 
tive of sex, • increases' .the " importance to the retail'^]? and the d^velopei;^. eS-. 
pefliallv if the results ST this study**ctytftinue^ tb be substantiated,^ 

•• ■ , \- ■ • 

D. .Internai Layout - ' , . ^ . 

The mall, wh|ich was completed in 1968, was designed by ^developer ^W^ird ' . 
McFarland, Inc.:. to incorporate the ide^" of retail affinity, - The L-sh^pe'. 
divides t}ie area^into three (distinct segments f (Appendix Al * ' - , 



Tb^.^»ction from Woo I'Co to the corner was designed to ^erve *a ],ower- 
income cli^tele* 'lihis.-will be r<?ferred tfo .as -the Woolco or the 'Uow-end*.'* 



The ot'Wfer wing,\frotn Gayfers to the corner, was arrangied to serve a middle- 
to high-Income gtoup wi^- the inclusion of some specialty stores. This wilL* 
be called ^the **high-end.** Another section tl)at needs an identification is 
.the area where the specialty stores are concentrated. This will be termed 
t>\e "specialty, ar^a,** and it fqatures such stores as the Beehive, 'the Little 
Lery, axid Baskin Robbins. (Appendix A) . . * 



\ 



S^t/itement of Hypotheses , ' . ' - 

JThe following four b^otheses were selected as the foci of the study: 

H.; 'SAP's do exist for intra-mall shoppfefs \ 

' . S^-'s are a function of Age, Income,- 

" ySe^y Composition of Shopping Group> ' ' \ 

Lv-' an3 Purpose of the Shopping Trip, * . • . 

* ' or SAP=£ (a',I,S,C,P) . , . , • 

, / * , Some* relationsh'ip doeS" exist bfetween (1) • 

, ' *. . driving time to the mall, (2) time spfent 

, 'in the raall, and (3) SAP's' " . ^ 

H4: Some relationshljP does exist betw.een 
* ' ' ' ^ the individual's SAP^aW the physical , » 

* ' . . / .e- arrangement of the stores. • ^ 

These hypotheSe provJd'^Oihe framework for the remainder of the study. 
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, ♦ A' three-part ins trument' was , developed to collect and record *th^ data": ^ 
(.1) a stale drawing of the raall layout for consumers ^to plot their s.hopi)ing 
pattern; (,2) a questionnaire administer^jd to tl^e shoppers' by an interviewer; 
and (3) an obse"rvat;^6n questionnaire completed by the interviewer. From'tJi§ 
data generated by the interview/bbservation techniqye, some inferences could 
be made from the SAO's jof intra-mall shopper^t . ^ 

0 The iaslrument was«designed to gemfer^te the informations needed for te^ti 
the four h'ypK5tl)es,es^ The scale drawing. of the mall layout was used to' ai^ 
.the respondent in. coSnjnunicating the pathway followed, as weM as the stares 
visited during the trip. Each respondent was "asked to retrace on the drawing 
• the ,exao.t path the sequence he followed through the maljL. This included the 
entrance and exit points/ as well a^ the actual pattern bf movement through 
the m^U. With the. scale drawing to aid ^recall; ttie procesa, pf plqtting the 
spatial activity pattern was accomplished with little- difficulty . • \ 

; IJext, .the respondent .was asked a short sdi:ies,,of questions,, including . 
location of residence, travel time, to the mall from the residence, J)irtpo&e of 
the' shoping 'trip, j:ime spent at thefliall, stx)ife'S shopped most, often, and ^ 
approximate* tcijt-al family''>jjicome. ^ * * ^ ^ 



\* ^ks Che respondenc departed, the interviewer recorded a -few observations 
vn' the ><?*hoppe.r iCist interviewed -r approximate age, composition of t^ie ahoppilig 
^rvWp-,\ A>xi^exit ab\d, and Tiumber of bags the shopper Was carrying. 

^Tlie tgtiil interview/observation sequence .was brief -^Aess than two ; . 
mi^nut^p^ con'aeqxient'ly, shoppers' were detained only: momentarily , and thus there 

A^ero'no re^tysals. * > ' ^ s / 

'> ' . • ' . * » * ' ' • ■ 

A, quota^sample-wJs used to sel'ect the respondents to be interviewed. 
'\\y^i: resp^^naencs were classified into- groupS; according to age, income, sex, . 
c-npo5ition of 'shopping gtoup, an^ purpose of.shoppijig trip.. The selection ' 

rt .^poid.-nts wab madt- so that the proportion of sample- members from each 
iuratu*^ would reflect the relative size and heterogeneitly of that stratum in 
the p'*v* ' ' ' , ' • 

As a check against the results of the sample, the, distributions pf in- 
cumB^nd'^'sex achievetTTr) the sample were compared with the population propor- 
tioTi^ promulgat6?d*by cer'^sus data. There was vQty Little difference between 
'santplc di^t^ibutV^ns and those of tjie Tuscaloosa SMSA census data. A total 
^Vsiytyiiv^ interview/obs*ervations werq completed during the time period-at 
the mal I . , . •* > . 

Ta>rnt»e-st the interview/observatioa technique, several respondents were 
tolU)wed from the time tl^ey entered the mall to the time of exit before the 
;nstrun<e^at was administered. / Upon leaving the mall, the respondent, was 
asked to* recreate*' his pattern through the mall and answer the questions. ^ , 

'liwally, the observations were made/ ThiSs process tested the .reliability of 
the responses given from recall by those shoppers stopped only as they left 

"'the mall . . * ' . - . 

* ^' To carry the 1?es6ing of' the instrument a step further, a group of thirty- 
' fcive responj^ents* was as^ed to recreate, with the aid of the scale drawing of- 

the mall layout, -the pattern followed on their last shopping trip to the, mall. 
The resportdents^experienced little difficulty in recreating the travel pattern 
through the mall when shown the scale drawing to aid rec'all. Thus", a total 
of *on^ hundred interview/observations was made using this instrument. However, 
Yhe one hundred, iti&erview/observat ions contained the responses of more than 
one hundred individuals because some of ' the • respondents were methbers of 
shopping groups. Tlie syimple d/nsisted of a total oi 198 individuals.^ 

When the d<jta were gathered,, the next task was to analyse ' the ^patial 
activity patterns. An acetate transparency was made for each map .completed by 
^all respondents. This transparency w^s placed on a scale drawing of 'the mall 

* layout tro reproduce the pattern followed by each shopper. Each of the trans- ^ 
parencies was coded with .a five-digit code to identify the socio-economic 

• ,characteristi<:s^of the respondent mapped. By using this .method of coding,^ 
/the. spati^i activity patterns could be grouped by any of those socio-economic 
characteristics for analytical ^purposes. When all responses falling into one 
income range are grouped, a cbmposi^e spatial activity p.attern can. be developed. 
^ The value ^ot this procedure is unl imited. and can be use^d to analyze visually 
.the pattern? of a coipmon £;roup. 
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To jiarry the analysis further; the relative concentration of respondents 
•in each group in the various mall segments was analyzed. The mall corridors 
•were divided into one-inch segments, each representing 100'. In each group, 
such as income group $10,000 - $14'',999, the respondents passing through a 
particular segment voere counted. Then, each segment' was shaded its respec- 
tive color, reflecting its Level of concentration in relation to the other seg- 
ments for that particular group* The iise of Mall Segment Analysis (MSA) 
facilitates both the quantitative and qualitative analysis of the. aggregate 
patterns followed by the various groups. This type of analysis allowed the 
researchers t^ draw inferences about the patterns followed by the various 
groups of respondents. 

Also, the average number of feet traveled .through the mall corridors for 
-each group was then computed, using the following f<?Ymula: - 

n 

' " ' Average_Feet Traveled = ^2 - ^ * 

N 

= the number of feet traveled in the ith 
^ segment, and N = the total fiumber of respondents 

in that group, 

* * * "* 

/« ^Results 

The data collected enabled the researchers t;o draw a number of inferences 
concerning spatial shopping patterns of McFarland Mall patrons. The use of 
transparencies for the analysis of SAP's provided a convenient method of 
spotting these patterns of intra-mall shoppejs. 

In addition to the use of ^transparencies , a Mall Segment Analysis (MSA) 
helped to determine the areas of heaviest concentration of the SAP's. This 
technique was ^useful also in determining the differences observed between, and 
within each demographic group. 

> The first hypothesis to be tested was: 

Hi: SAP's do exist for intra-mall shoppers. 

Whea the transparencies were combined into common groups by age, income, sex, 
composition oi the shop^ping group, or purpose of shoppirig trip, distinct patterns 
began to emerge.' As an example, the patterns of all individuals whose income 
level fell between $10,000 and $14,999 were- placed together, revealing a common 
pattern followed by each shopper. When the same procedure was followed for the 
other groups, th,e commonality of patterns became evident. Thus, it was con- 
cluded that SAP's do exist for intra-mall shoppers. 

Spatial activity patterns are ^considered to be overt behavior of t'he' v 
intra-mall shopper in response to ^ group of stimuli. It is believed that 
the shopper forms a cognitive menfal pattern as part of the mental process 
completed prior to the actual shopping venture. 
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With the contention established that spatial activity patterns exist for 
intra-mall ^shoppers, the study examined in greater depth some of the more 
irr.p Pta; , lactors affecting the shape of the pattern, Carryihg the research 
a step further, the MSA's reinforced the existence of SAP's. Tlie te5t re--, 
suits of ihe first hvpnthtsis lead t<^ a second hypothesis to be examined for 
a i^r^ater understanding .>r SAP's: 

H^: SAP s are a" function v^f age, income, sex, composition of 
che shopping group, and purpose of the shopping trip, or 
SAP, 'r SAP= f(A,l,S,C,'p). ' / 

^ * 

V\ chib list >f variabfes having an effect on the shape of SAP's i6*not 

•il ! • UK 1 i vr , tlu'sf variables are among the most important determinants. 

A. Inc >nr ^ ^ I 

• ■ I 'u >nt' 'wa^ , a variahlo that affected the*form of the activity pattern. 

''aM^, I shows rfie relationship of income gr'oup to the pverage number of feet 
t raveh d f ^r t'ach SAP. ' * • ' 

Iho intt»nie v;roup o.f less than $5,000 had' ibs heaviest concentration at 
tlu' *'K»w-cnd" and traveled an average of 716,6 feet, which. w^S farther than 
a^lv jther gr«nip e xcept the more- than $20,000 and student categories. This 
ta^t ^upp rts thi- ii>p theses that lower income shoppers will concentrate their 
SAP's toward the "low-end,'* but will travel most of the area\ ' 

yiie, shopperb in thtf income range from $5,000 to $9,999 trraveled near/ 
n »th the hi>;her- and luwer-end stores, averaging 600 feet'of mall area^. whicli 
was the shortest, SAO ^if any income group. Tlie SAP's of the $10,000- to $14,999 
inc mt i^roup were he*^uily concentrated at the *'low-end," but th§ shoppers left 
the area befv«re entering" Woo Ico , Many of these SAP'^ showed the A^Cf store as 
the reason for the^ir travel to this area. 

A c'ntrasr was )bserved/when analyzing the $15V^0Q to $19,999 group, who 
shifted the if SAP to t*he high-end and traveled an average of ^3 feet fart^hg^ 
than the S10,000 to Srl4',999 income group. The heaviest concentration for this 
j^r.up was ^t Gayfers. This group also desvonstrated fnory use of the entire 
"SpeciaItT Area" 'than' -Jtr^v other group. 

SiTVit^r to'tihe $10,00^ to $^4,999 group, the shippers in the over $20,000 
Cate*;ory c nccntrated their SAP in the Vhi^h-end-, " al thougl^they traveled the 
entire mall, /with very light frequence of Woolco. 

^ S'tirprislngly enough , they did not frequent both sides of fhe "Special^^y 

Area/* >nly thvBtehive - Baskin RohbineS/<T>rr idor . One observation with t\is 
>;r.>iip is^ the fact* that their average length of SAP (800 feet) was longer, thar^ 
the previ us gr^^Uf^s disctissed. One reasow for this might be th*at they may have 
more time and want t ' "/^ok.". 

. The final ipc ^me cate^;or\ ^ o be discussed is that * of students. This^ group 
averaii;od l02S,h feet \i SAO and traY<'Icd the entire area, with the lightest 
' concentrat i I) m ♦^he *'Specialtv Area." The reason fi^r this lengthy trip could 

- . ■ " "° ' • 
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bj that nianv it ihcsv sh'>ppVrs come to the tiiall for recreation. Table J , and 
Fij;uro I show tht.' relationship of the average leng,th of the trip traveied'for 
the nuli^^dual inCv-^me categories. 



B. Ago 



\ . ■ 

When the composites by age group were exil^^mined, several pbservations were 
made concerning SAP's, (Table II) Shoppers in the 10-20^ age group seemed to 
have no preference for any particular section ol^ the mall. An interesting 
finding about this category was that they traveled farther than any other group). 
Thii?^ finding corres'ponds with the Student Income category discussed earlier and 
seems to have logical implications. The recreationvpurpose of their trip and 
their youth. can be said to be determining factors. . \ 

Th<.- 21-30 age group balanced their trip at both e^n<^s of the mall, equaliz- 
ing the numb'er of observations at both anchor tenants Gayfers and Woolco. ^ 
The heaviest concentration was observed at the "high-end," many of t'hese ^shop^erS 
being upwardly mobile and] striXi^ing for established incomes. T!iis might help 
explain Why their average trip was the shortest of any age group 623 feet', 
lime spent and the presence of children also helped to explain this observa- * 
tion. *' . ^ ^ 

traveling only eight additional average feet, the 31-^0 age . group .showed * 
their hea^^iest use of the "low-end," excluding'Woolco. This was not true of ^ 
the "high-end" anchor tenant, Gayfers.^ (Here the second higHest concentra'ffion 
wa§ observed.) This age group «frequented the "Specialty Area" lAore^than any , 
other in this demographic classification., with the Beehive - Baskia Robbins 
corridor receiving the most attention. 1 / 

The 41-50 age group dramatically showed favor to the "high-end." The 
gjreates-t co'nt^ast between the two anqhor tenants could be seen here. Gayfers 
received the heaviest tra.f f ic ,is^ile -Woolco had sleight activity. This age 
group IS directly related to the higher income, grbups and shows ^ similar, 'but 
even more pronounced, pattern. \ 

Approaching retirement, the, 51/*60 age^group showed a dfefini|te concentra- ^ — ^ 
tion at th^ "low-end." They were a mobile group and traveled an average^f 
885,-7 feet p^r'S^O, which is next to the highest in this classification. ^The 
members of this age group were most often alone or with a mate ^nd did not have 
children in ^he group. Therefore, they. seemed to go for pleasure and were 
quite ind^endent, which fae^ ^s. demonstrated by the trip length. 

The" 60 years or older category ranked fourth in average length of SAP, 
and these shoppers ?(!)read their trips throughout the entirfe mall. They did not 
have a significant preference for^eith^r the "high-end" or the "low-end." Many 
jf these shoppers were members of a lower income category since retirement. 
However, no significant difference was observed between -the pattern of this age 
group and income. They may still hold the- same pattern they had before retire- 
ment. Figure JI and Table 11 depict the reUtionships that exist among age 
groups. ^ " 
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TABLE I 

Average Feet Traveled By Each Income Group 

Average Feet 





Income Group 


Traveled 


Rank 


' I, 


iess Than $5,000 


716.6 


« 

3' 


■ 2. 


$5,000' - $«),99? 


600.0- 


6 


3. 


$10,000 - $14,999- , 


625.0 


5 


4. 


$15,000 - $19,999 


. 693.0 


A 


5." 


Greater Than $20,000 


, 810.0 


2 


"n. 


Student ■Income Range 


' W)28.6 


I 
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TABLE II 



Average Feet Traveled By Each Age Group 
A^e Group 



Avetage Feet 
Traveled 
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10 - 20 Years 


Old 


950.0 






2, 


21 30 Years 


Old 


623.0 




6 


3, 


31 - 40 Years 


Old 


631.0 




5 


4, 


41 - ,50 Years 


Old' 


723.0 




3 


5. 


51-60 Years 


Old 


885.0 




2 


6. 


Over 60 Years 


Old 


683.0 
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Ci C.np^siii^n of Shopping Gr^up * ' ' . . 

• ^ / 

r p ihc slu>ppii\^ ^roup gives •added insight into the deter- 

minati u\ S^^*s, whi^ch can'be ^oen by .Tal?le III and Figure III, In length 
uf trip* (bib feet), single shoppt rs ranked .second only to two or more people 
of the same sex; The single shopper frequented the entire mall corridor, 
with no significant emphasis on. any area except the '*high-end" tenant, Gayfers, 
which had bv far the heaviest concenfration. Single shoppers were the most 
frequent visitors tv> the "Specialty Area/* * , 

Adding d mate to ihe;Single shopper dqpreased the length of the trip 
by 21 feet* and shifted the area of concentration. Now the heaviest traffic 
was near the" " low-end , wifli the he^iest in front of the ABC store. These 
rosp.'nufnt s did n. t however , show increased patronage to the **low-end** 
anchor tenant. The "'Specialty Area'* lo5Vt considerable traffic when the 
shopf>er wa"^ accompanied by a mate,^ \^^^^^ 

When- singlv'family members shopjftd with *chi Idren, the length o^ the 
trip decr,t^a^jed even more, thus forcing this category to last place. There 
was no differente in the patronage of the anchor tenants. This group traveled 
the ent ire^cc^rridor except .for the "Specialty Area" and gave only slight 
fav>r to the *"high-end . 

Two or tnore persons of the same £/ex were significantly different ii^^ at * 
least'\one aspecX the length of the/average shopping trip. They were by 
faif the' farthest t rave li^^l^ group (Table HI), giving slight preference to 
the "h'j^^-end." A 37 per cent increase in average length was experienced 
when- two or more traveled together. 

Another variable that acted as a .f^urther determinant of the pattern 
was the sex of the shopper (Table IV and Figure IV), 

Lone male s4ioppers exhibited a slight tendency towtffcd the "h^gh-end," 
as did los^e/ f?male shoppers; convers^e^y, the combination of both sexes 
shifted t'he concent i;a t ion to the "low--end," , 

The "Speciabty Area" was frequented most often by the females ^nd second 
by 'the combiaation, while males frequented it "the least. The "high-end*' 
tenant, Gayfers, was dominant for the women as well as the men, but was not 
'as strong for the C(Mnbination of sexesv o 

• V ^ 

Th§ females traveled th^ longest average SAP, an average of 263,6 feet 
more than the males; However, when- males and females were in a^ group togetheyr, 
the trip of the femal e was curtailed more than the^trip of the male was in- 
creased ^Table Tv) . * ' 

From this brief an'alysis, women shopping at McFarlgxti Mall seem to 
travel farther and frequent more areas than do men or combination groups, 
although other patterns are similar except for the concentration Jn the 
"Specialty Ar^a." 
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, ^ * TABLE III ' * * ^ , 

Average Fee^ Traveled By Group Composition 

Average Feet 
Group Composition Traveled 



Rank 



1. - Single Shopper ^ , 

2. Couple (Marr%id or Otherwise) 

3. Single MemWr With Children 

4. ' Two or More of the Same Sex 



\ 



616.0 
595.0 
583.3 
845.5 ! 
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FIGURE' III 

Average Feet Traveled By Group Composition 
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D, Purpo^6 of -Shopping, Trip 



The respondents were asked to classify whether their trip^was single- ■ 
purpose, multiple-purpose, or "just looking." Some interesting results 
eme'rged, Which caA be seea in Table V /and Figure V'. - ' 

^ Jhose shoppers who^safd they came/for" a specific purpose actually vi^^sited 
all ateas of the mall and traveled an average of 554,3 feet, while those •* 
who said they had more than one purpose exhibited a much longer trip, 768:2 
Teet, which was the^ longesi: of an^ in this classification. The responses 
j^rom the single* and multiple-piirpose' s>ioppers dramatically show the areas 
visited. Thp single-purpose shoppers ^wete drawn ecylally to both anchor 
teaants^ \)hile those o£ multiple purpose tended toward the ."high-end" anchor 
tenant. The power to draw pe^le, for a single-purpose was shown by the 
specialty stores. such as th4. Beehive, Little Gallery and '^BC Store. 

Those who said they w^e "just ,l,ooking!'/ did just that. They equalized 
theii^^trips throughout the entire cor^ridor '^and "looked" everywhere except . 
one section of the "Specialty Area." ^ ^ ' ' . ' ' — ^ 

From the preceding analysis of the* factors influencing the Spatial 
activity patterns of^ ijntra-maU shoppers, it was evident that there were 
certain determinants , that Qould be used in the*de^ign*of m^\l layout, as^ ^ - 
well as tenant selec^tion/tenant mix. Retail merchants could benefit greatly 
from the use of such patterns, 

H3: Some relationship does exist between ' » 

(1) the driving time to the m^ll^^^^^^ / ^ ^ 

(2) the time spent in the mall^ and » ^ ' t * 

(3) the spatial activity patte^rns*:' 

As was expected, a relationship was- found between the cjriving time to 
McFarlahd Mall and the length of time spent at the .Mall. , Although the data 
obtained did not lenci themselves to exact time comparisons, people wh'o live 
more than 15 minutes difiving time from the ma\l stayed an average--of from 
one to two hours, while those living less than 15. minutes fronrthe mail . 
averaged less than one hqur's shopping time,. ' - 

Single family members with small children ^tended to spend liss time in 
the mall than those shoppers who wer-e alone or with othei" Adults, regardless 
of thei}r /age' category, \ * \ ^ ) 

^ ^ « ' • J ' , ^ . . , ' 

Although the activity patterns of those Wo came ft)r a single purpose 
and those who had more than one purpose were similar, the time spent differed 
between these two .groups. The single-purpose shoppers stayed 5i slightly 
► shorter time than did those who said they had multiple purposes: • 
* 

Females shopping alone or with another female stayed longer than did 
males either alone or with) another male. * . ' ' - 
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^ T^BLE V / * . ' 

Average F^t Traveled By Purp'ose of Ishopping Trip 

Average teet \ 
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FIGURE^ V 
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The inccime groqps t^ha^tr tendeci to'shop more oi t'he mall spent more total 
.tjLme in the process The individuals and couples who visited only one ^tore 
^/^tayed on the average less than one-half hour, Vhile those who made more than * 



one stop stayed mor^ than one 'hour. 



Although there- wer^ limitatdpns ' invol-ved in the type o£ data and the 
manner of coHectioo concerning the' above hypothesis, it do6S|&eem' to have . 
^ merit for further g-'tudy of 'a more detailed nature. 

The foutth hypO)thesis .to be tested concerns a relationship between an 
intra-mal r ^shopper ' s spatial activity pattern and the physical arrangement , 

• of the stores, ' . ' /(^ * 

^ .il^: Some' relationship does exist between the spal;jLal activity • 

' • patterns of - intra-mall shoppers^ and ^he physical arrangement* ' , 

. of stores . , ' ' ^ . ' - ^ * ' , • ^ • , • 

Given the fact that spatial activity patterns do, exist, Jt, is imperative 
that the arrangement of . Stores .within the ^all correspond to tVie desires of 
the shoppers. Shoppers ^^ttempt to maximize the utility of their shopping 
trips by^the natuter of the pat*tern followed thpough the malll,. Sampl6 ' [ 
patterns ylow smoothly ip a logical sequence* with little effort wasted, which 
indicates tjhe concept of shopper efficiency. Each ishopp^r attempts to 
accomplish ,the trip with minimum tiihe, energy, and mo^^e^^spent on movement,' 

The stores in ^;he mall tend to be 'arrange^ jin groups With- somewhat- 
common elemertts', Th*ese elements could be*r^lative to the cost of goods 
. handled, store image, gr a variety , of other facto^rs^ To.be as efficient 
as ppssible^,^ the physical^ arrangement of the stores must be made- in an^ / 
orderly fashion. For this to be accomplished, ar^as of the mall must be 
matched with the -shoppers * spatial activity patterns, ^atil-now no cri- 
teria have been 'promulgated fqr the basis of thi's arrangement, even though 
the matching has been somewhat effectively accornplished. If "ma segmen- 
tation'* is matched with mar.ket segmentatiotlT^the matching task might" be 

'accomplished more, effectively , The objective of this ntetho'd is' to reduce 
the co^ts associated^ with travel .in fhe ma^l, ^nd thus ijnt:rease the marginal , 
utiTity ^f the shopping trip, Considerati^,h in pjb*fhning maH. layout should 
be given, to the market S'egment appealed to by each retajLI outlet,*' The 
stores with coinmgn market '^e^ments should be grouped' to form malV segments*. 
This grouping wouM^locate the stpres with common -appeals ^n the same arfia,% 

.If this were done, \the' spati'aL activity patterns of .shoppers^' woald more * ; 
easily ]^chifeve a higher level -of* marginal utility, . ' »\ 

* ' / .. " ^Conclusions ^. ' ' • ' • . . 

•The purpose of this*s"tudy was to'dev^lop^^ technique^ for analyzing the *^ 
behavior of intra-iiiall* shoppers . Four hypotheses concerning the spatia'l 

* acti'vity patterns, (SAT) 6f^ inbrli-mall shoppers were tested, 5 - ' ^ 

' " The tir^st hypothesis X^i) w^s accepted: spatial activity patterrls do 
ex;ist for intra-mal 1 * shoppers . Evidence of such a pattern supports the 
contention thdt- shOppeps somewhat preplan their shopping trips, / 

* ' ♦ . 89 - ' ' ' • •, . ' i , 
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The second hypothesis , (H2) was accepted*. Through, the use of tlall Seg-. 
menf Analysis (MSA) for each of *the groupings, distinct patterns of concentra- 
l\.on emerged. Similar^ patterns were found in* each grouping, and -infetences 
could be drawn that indicated variations of patterns Vere associ'ated.with 
variations of age, i-hcome, sex, composition of shopping group, and purpose 
of shopping trip. Therefore., it was. conclud^rd^that SAP=f (A,I,S,C,P). 



The third hypothesis (H^) was accepted. .Adequate evidence wa;S found 
to indicate a relationship between the individual's spatial activity pattern 
and the physical arrangement of tHe stores. Using MSA to develop the segment . 
cojacentration exhibits .presented earlier', it became evident that various* , 
income groups concentrated their actJLvities in those areas designed by the 
developer to serve them* Tht2 lower income 5roat)S shopped" the ."low-end,,** while 
the higher £jn,djmiddle income jgroups shopped the "high-end/* Orie interesting' ^ 
obserATatton w^as that both the lowest and highest groups, traveled a similar 
pattern,'- which was the entire lengjth of the mall, ^t was .rioted, however, . 
that these "-two incofne groups^macje the majority of their purchases at opposite'' 
ends of^ the mall. ' ^* ' * * ' ' / 

This study makes no pretjention to be- definitive in nature; the p^irpdse 
of 'the study was merely ^o '^how relevance of such a. technique to the s-tudy 
of ^^onsumer behavior. , • / ' ^ \ ^ 

'One vital question must stj^ll 'be/ answered What is the- vjalue of * sujch ^ 
study of' consumer behavior t The benefits deriyed. frpm sach a Study len4; 
themselves to three groups: (1) Center Developer, (2) Teaant,jand (3) Shop-, 
per. Studies ifivolving co^nsumer behaviqv such as ^his will, give additional 
insight for ,^ihe shopping center developer into the tenant mix/.tenant selection 
process. .One of the most important questions affecting the tenant mix/ 
tenant selection process has jbeen answered^ here where do. the people shop 
after ^nter'ing the mall or center? The 5evelop*6r should use infSrmation 
such as this i-n choosing and- placing tenahts iti the complex. 

The tes^nant in a proposed mall can benefit frjo^ this type of information 
also. This information can be used by^ the ^tenant in selecting a location 
within the mall ^and also for determining an. acceptable range that can be 
paid for rent. For example, if a tenaqt is a phonograph record dealer and 
knows his targ^et market *s average feet traveled, then he can position him- 
self .with' respect to exits, etc., for the most advantageous position at the 
least cost. 0, ^ i 

'1 • * • 

The chopper also benefits, (from this' type of atudy in that the information 

provides developers and tenantslwith ways to,.reduce the cost of the shopping 

trip as defined earlier*, fhe sfoop^QrJs trip wit;hin ^the* mall could be sim^^ 

.plified to the greatest extent.! ' * * 

There are also some strategy implications ^ for the tenants within 'a 
complex. For example, this^ informatioji 'could 'help answer the'qtfestion of 
h.ow a tenant can get his.marlcet s^egment to hts store once* a shopper enters, 
the mall. ' - * < . . - 
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. ^ Perhaps this stud;^ ha? a*n.Qven broader iitiplication: Should we be 
studying' malls as single units, or should We be examining them from a\i 
internal segment -viewpoint? This, basic question heeds an answer, arid' hope 
fully. when a greater fund of knowledge is compiled, the answer will^be 
found* . » ' ' ' / ' ' ' . \ 

Future investigation of spatial activity pa-tteirns using MSA^as mejrit 
.These studies couW .take a number of 'avenues? however, the foUowinfeslist 
i^'a beginning of the .vast am6unt of research' that should be done in >liis 

U Studies ^of different malls shpuld be made to determine 
what effect shape ^nd organization of the ma'll have on 
traffic patterns. 



area. 



2. A study should be macie to determine whether sales or 
other .attractions Influence people'^ s activity patterns, 

is* A comparison should b6 made of the gross leasable ' 
area and SAP,. " 1 ch 



A comparison should be made of the rerfts paid by 
the reta,M establishments and' the. characteristics 
of the shoppers making purchases in the^ stores. 
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lliK ECOLOGICAL PRODUCT BUYING MOTIVE 
A challenge ' FOR CONSUMER .EDUCATION 

Roy A. Herberger, Jt. 
Associate Dean* 
Graduate '.School of Business 
Univeristy of Southern Califoignia 
Univerity Park 
Los Angeles, California' 90007 ' 

; "A man is called selfisli, 
not for pursuing his 'own good, 
but for ^negl^cting his neighbors/* 

Richard Whately 



The 'subject of what consumers" buy and why they purchase as they do 
has been a popular topic for market researchers. More recently, a num- 
ber of research projecjts! have .centered .on consumers' wiUin^^ne&s to al- 
ter ^heir buying behaVldr An /favor of products that are sold within 
ecology appeal, Infonnay.qn' that has b'^en garnered from the^e initi^l^ / 
efforts. is both fascinating and revealing about fhe nature of the buy- / 
ing pufc/lic'a involvemefnt ,rn societal economics, " 4 , ' * ' 

• . • . ^ « * . 

Societa l Economics i s ^ usetul tenrf for" descifibing the typical 
trkyi^offs that consumers often f ace, fn the marketipTace. when 'they are 
confronted with ^t^urchase decisions J:hat trade personal preferences fbr ^ 
societal good» ^ This type of purchase ^situation is typical of ^the de- * ^ 
ci^ion that a consumer must ipaKe between throwaway containers (conveni- 
er^ce) and retOrnable bottles . (envir6nmental ly safe.). Similar decis^ns 
a^e ;nade when,' cHoos ing between low vs. high phosphate content deter- ^ / 
^ents and leaded vS, unleaded gasolines. The present list 'of products^', 
that fit 'neatly into the framework , of 'analysis for describing Societal ; 
Economics is not extensivfe; however, ^ the concept is suitable for. specu- 
lation' about' a wide^ range of products and services that are rapidly, * 
becoming societal vs. personal tradeoffs. " , 

Soc ietal Economic s a nd Vo luntarj^sm . ' 

^ , ^ , ^ ^ . 

People who ai:e ov^r the age of 40 will probably /ecail the emergency 
rationing programs 'of WW II and the importance of yolunCsfty compliance 
in power and product/consumption throug^iout a troubled woi/ld. A time of 
crisis brought a -mutual depehSerfce among CQ'nsumers and producere^ alike. 
: • . . 93 • ^ V ' . * 
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More T{:^pnl\J/^"'55^mili^ per hoyr speed limits 
were results Icoht^mpprary energy crisis* It 



fi-ft L^s'Ao^e 
\ h'elding to 



and! Icy watch drivers on our^CiPe^wajys '''going 'slow*' an^ ' 



nph 



jks before the neW'^. spe^d ,Timi 



an(J lowered .thepncistats 
wa^ fascinating to ^e \ 



The point i£:^•^ts impossible for a responsible public* to te^ct in a-* 
^oluntaf-y fa|hion 'for the benefit of the^-Sbciety 
can the concept o£ a vo* 
sumption beh^^ivior?! 



ts became law I , 

'4 



as a' whole? Likewise*, 
untary action Ve tiransterred to* yalxint<jry cdn* 



At the heart 



of these questions lies an issue so* simple^ and yet sol^ 
-d^P^^t^ant. to the *J|emoQratic form o£ capitalism that it^it^ £>lmra^T!eY^ .and 
• i^ecessary* t9'exparid on. i:he nature't^f voluntarism.^ ' 

Consumer^ism,. The Marketing Concept, and Intelligent ConSjiimption * 

TKe three itiima of Consumerism/ Markc*ting Corfce^^t^ ^ and Intenigcnt^ ' 
Consumption are *aH related tp the idea of societal economics,* The^ mar- 
keting luoncepk, said sfinply, refers to a corporate *phiLosophy th^t places'^, 
the firm's customers at tHe fdcus of its business activity. Consumerism', 
although more dif^^icult t6 define, generally refers to: 

• • • the widening range of activities 'of government - * , 

business, anjd inctependent organizations tHat are ' 
designed to protect individuals from practices (of both 
business and governm'ent) that infringe upon l^heir ^ 
rights as consumers. 



, Ipt^erestingly,. .the tiSinor of currmt wi;j.tingy^ in marketing seems to 
indi^catc th^t the marketing concept 'is changing, ^ tor -at least in transi- 
tion, ^nd that consupn^irisq riiay be. responsible l^a$l" in part)/2,3,4^ 
«, ^ Q Intelligent conj^ump tix)n is a^ concept that refers to^ the- inherent re«p^- 
. sibilJLties that consutfters j>ave in order to gene^at^ maj^imum personal 

satisfaction .per doHax expended in £he marketplace^ -'^othe^ elabprates' ' 
^<?s ''follows:' * V - ^* ' . ' * '* V ^ \ 

\ .. , . , 

' , \ •^^t the intelbi^eni: ^4:x)n§um^r needs information, choice,^ * " 
s,afetyj *recoui:se/ and the capiactTs*^ to decide^, ^ Intelligent ^ ' V 
' , donsumptipn alsf requires that the'^ indivrdlual consumers* 

i; cortsumpt'ion choices, reflect 'hi&<^^lwareness of the c^rftic-al^ -"T' ^ 
social problems ,of resources (scarcity) and ^environment 



(pollution) 



The thtee pjiilbsophies of consumerism, intelligent consumption, and- 
the marketing concept* represent differerft, a,nd. yet siTuilar .ap^r ouches -to ^ 
^ describe -Institutions, individu'als ^ami their relationsjiip within society, 
5uch r.^lation^hlpS are the primary subjetrt'of thi^ paper and the rtature 
of voluntary consumption behavior, ' * ^ ' ' / . . 

rfjai:keting concept has ha,d a somewhat mixed performance recor^ 
*as ^'^o.rporSte managem^'nt; '.^as tri^d to Si^r^ out .the ever changing struc- 
ture of the markets they serve* , * * ^' ' , • . 
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lavc uccii tins udv^wi-t^ VA. . ^ »- •-.'-op ~ ' — 5 ^ » \ 

:be trag^dies/of polluted watervays, fpuleJ air, and health hazards. The\^ 
' * ' i*s that'not only are the industri- 



The/essential element of the marketing cojice'pt that has relevance 
here, -is that this' phi los^ophy has ap it*s roots tfio*idea of listenirig" 
li-^tening Jto. C(i>nsumcrs and producing to meet their ne^eds^. 

\ Consumerism, likewis,^, has at its base the contept of **§peaking" 
making known the <iilemmas o-f .frustrated consumers 'that aren'f being lis- 
tened to often or well enough. 

IrttelUgent consumption position's^ the consumer alongside the producer 
and fixes the responsibilities of exchange in the marketplace on both 
.^«ies. ^ The consumer is assutned to'wa'nt to perform iatelligentLy and 
responsiWy, and the producer is ^ssumed to offer products, information, 
^nd recourse tha^ make-for just and sensible exchange.*' 

Vnlunt ary^ct^nsumpt ion bjehavlor jls a subset of inte). liRent consumption . 

Intelligent consumption meansi purchase ^behavior .that is* thoughtful , • 
rat.ional^ and. the maximiiitation of personal satisfaction. Voluntary cAn- • 
sumption .means trading off a certain degrjee of satisfaction for otTier. * 
fortns^of benefit; — " ia this ca&e, social welfare. . • , , 

Volmitary Copsymption and the Ecology Motiv e ' ' 

1 The general t!heme of the "Edology Movement" has been the*focus oi) 
Equality'' of life" issues. Often, products -and the ^irms who ;nake them ^ 
lave been the targets of public ^outr,ag)e as. the industrial society spawnec^ 

:urtou^ diletmimtfpi^^a disturbed public 
alists 
bf the 

[d£ product development and prod^tion! 

' ' , <^ V ' ^ ' * i 

. .*^lather tharv ''dwell 6h whom is at fault in producing \our ecological' 
'problems, it is perhaps useful to examine a t lassie casd of« voluntairy 
con^sumption. v , * * ^ , - 

» ^e ecologv^qvement hds pi-ovlded^us with a unique* way to observe ^ 
how^cotSj^ witr^Ueact to motives that are essentially social in aatujreA 
For\:i:ampte, in the tate 60*s when the ecology movement teall/ began to i 
surface,^ a whole set of njew products such as biodegradeable containers '"and 
l4w- phosphate detergents began^^to tome on the market:. Often times, these 
products wer^ less convenient an^ evea. mo.r^ expensive ' tlian ^imil^r com- ^ 
peting items. jConsumers. wKo. opted for these np\)^,productf? were likely 
demdnstrating vQlGntary consumptiori^ behavior^. ^ \^ V" , • 

Market ^researchers were quick to see the opportunity to observe con- 
sumer response to ecology issues'. Ity^l ate 1970, this aiitKor.had the 
opportunity to conduct a special salesVaudit of ecoFogici^lly oriented 
products in a major western-food stdre^Yhain- in thre^Colorado^rea. The 
resjparch »f.ocus^d oa an effort by the f^^d, chains© info^rm consuniers about 
'how to l>e;,;*ecolbgicariy conscious." Their venture was analyzed^and its^ 
success 'Wpor ted , 4n July ofsl97l/^/. Results o*f ^the\ study Me te*rmined 

^'^ ; / ; * 95 . .V ' ' ' ' ' 
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aj: i^ait^'^bufc also the *publi^ tliey serve. The Wry ba$ic tenets 
marketTrig-^concept, recall^d^ yield.— ^the consij^^r as the focus 
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that eCx'I v^gica*. ^buv ipg motives wero swf f icyient ly strong to cause signifi- 
cant erosion of mirket share in high phosphate detergent products. 
t.Kcwis^ , ' rrt wraablt' b.^tt les and biodegre^deable containers showed marked 

>nr'.. t r in.eresttj. !his study aloag with 9 other relevant research , " 
pucts arc p-rtra'vt^J .\s the subject of Figure 1?t, The illustr'ation points' 
i^'jt the wi'.ie ran^e of iss,ues and int£?rests In th^; last fou^* years of 
rvjnsuTner-prv^duct rcologv research. ' ' " ' . 

A K^w-up study to the Denver store audi^t was made by Herberger ^ 
and *8uchai\an and reported ii>M[uly*»of 1971. Here, the authors added nhe 
dincnsl price sensLtivii^ to the ecology motive, • It was noted that 

a significart: m^f^et segment was responsi\re to the ecalogy issue. How- 
ever, in the\ presence .>f fluctuating prices the ecology buying motive 
w,>/ dt'tenr.inevi to be somewhat weak. ^ • 

Kassarjian, in July of 1971,^ reported* an interestiiig study of con- 
bTjt?!er resp.^nse to a proported environmentally sound Chevron F-310 gaso- 
line ^ . Among his most revealing findings was that the segment of the 
narket most conCeVned about pollution was. more aware of a product tha\ . ' 
^r^^miseii a potential solution to that problem.* Likewise, consumers 
stated that chcy were willing to pay a. Higher pxj.ce for a product^that 
w.uld .lid in the reduction of air pMlutton. in fffe^Los Angeles* arep. At 
l-east for a l^rief period of time , rdtailers of the Cheyron F-310 g'asoline 
noted no s l,gnificant, decrease in sales, even •'.though, theit ^rodyct was 
priced sevet»il cents ^ ga.llon more than c'ompe ting products nearby." 
Kassarj i'aa w^§ unable to uncover any significant ^fmogTcaphiC or.' so^io- 
psychijlogi^al destriptlves of consumers who were li-kely. to be more con- 
ctJrned ab^iit ecology issues. He concluded his^tudy by^sayitig that it 
was apparent] ^ * ' ' 1 • . * . , i ' ^ 

• . * that there is no simple isegmiintaticrn variable Qther. th^n 
rhe ad3itive itself. The important variable of doncern- to - ^' 

the marketer is not relatec^ 'to^ the usual /markef- segmentatiqn 
criteria, but rath,er the level of concern about the issue at 
hand, whether it "b^e ^nonreturna'fele bottles, high phosphate deter- 
^ gents, aluminum cans, or exce^sfve use of pa^er bags disp^rtsed 
at supermarket^ . \ ^ ' . ; ' 

After thco FCass;jr j ban study came the Herberger atid Greenberg* investi-^ 
gat{6n o£ consumer's relative knowledge and awarenes^^of lecologicaj. "in- ^ 
to nnat ion^-'^ • This particular ^tudy also focused on, identifying Ihose.^ 
consumer^ ,who are et^ologiC3H>^j:oncerned, The study W^s able to pinpoint 
a number of ^signif i.cant demographics ippluding fncome and marital st^atUB 
as jndjor predictors^ of ecology consciousness. * ' . ^ 

^ ^ Kinnear,^ T.aylpr and Ajxn^d ' ^"^'^ As well as Mazis, Settle, and Leslie 
•'"^ followed a simiJLar ta)ef to K^^ssar jian's >ork wj.th an analysis of 
iriiportant gociopsychographic identif icatiorl/ Tl^ese studies found that 
such idetitiflerS as tolerante , understanding , avoidance > and the con- 
;-satacr's perceived e^fe.ctivenoes of affecting' hife environment shqwed sig-' 
nificant relationships tp ecologctcal .c^^ncem. Likewise, -the latter 
research e'ffort*^ dwelled on psychological reactance theory and .the strengtji 
of-.brand^ loya^lty io the presence of ecology product , relationships • \ ' 
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\ln l'"^72, Henion reported a study where ^shares of matket far brands of 
<]t-tt r*^<r*nt.s were analyzed in the presence of ecologically relevant infor- 
'ati^* . Hii;h pfi sphatt^ detergents'^ i,t^was foynd, .lost as much as 12% of 
tht^ii uLtuji rparket share in an exp'eritnental situation, / This Study, and 
'tficrs, soeni to indicate tj;iat there is an ecological buy^n^ motjve ' , 




Pro, meaning pcl^t- 
and Con, meaning 



Herb^rger and Kantet in a recent study completed inj February of 1975, 
• Irew on a major cjontribution by Anderson and 'Cunningham in 1972 /13,14/^ , 
rSt Hcrber^ei;: 'and Kanter research effort brough together the two issues 

'f L c ^1 vgical knowlt' Jge and a measure of social responsibility among Britisjv 
li uoewives. As in other studies certain socio-economic indicators, such 
Ab bjcial class* and education, were significant indicators of a high dj 
.^rte f social responsibility and, likewise, knowledge of tfie ecologi/ 

Although this latter study did not -actually observe consumei 
purchaoc behavior, it does set the stage for further: research in the 

•f social consciousness and the ecology buying motive. * 

A btimmary of the general findings of ecological researcl) to this 
p int in time is the ^u^ject of Figure 2, The major issues that .hav© b4en ^ 
aJJres.bed by researchers include: Consumer Acceptance of Eco-Informati|)n, 
Lt^vcl <t Eco-Motive as it Relates- Brand Loyalty, Socisl Responsibility, 
AtciLudcs, Knowledge, and Socio-Economic ani Socio-Pyschc graphic Identi- 
fication. Figure 2 is broken out into tv?o ^areas labeled 
live findings with respect to the ecology-^toduct motive, 
findings that tend to go against the strength <Jf the motive in the^pqlo| 
cal buying segment, I 

C nsumer Acceptance of Ecological In-fonnation ■ 

Virtually the entire complement of Iresearch that' has-been done to th|-S 
point indicates that consumers accetit the importance of preservation of 
the quaHty pf life. The problem seems to be that even thdugh there is 
widt spread actept'ance of thfe , terminology of ecological proservation',' there 
»i^ a great dea^l of confasion over how to react in the marketplace. Typi- 
cal .^f this situatibn are the major controversies that haveS surrounded 
phosphates and theiV effect on th« environment , -Is it* any wonder that 

consumers g^t con'fus'ed when they are presented with as many as four dif- ^ 
fercnt types of gasoline at a single statiion? . Which is the most ecological" 
purchase, unleaded' gasoline? Perhaps, low lead? Or maybe even clean 
burning hi-test? 'This type of purchase aecision confusion ultimately'', 
makes it very- dif f icul t for consumers tp/f act in responsible Ways, Like- 
wise, ht points ^ut the extreme^ importance of accurate, simple, and 
acti. enable information with regard to product-ecology relationships. One 
.'f the" premier ,chal lengfcS for consumer Mucation seems to be how to com- 
iTiunicate effectively with a consuming public that wants to^ react respon- 
sibly to such i'^sues as the ecology-product rei^ati<>nship. ' 

Social R i sp ons. i )il i v Corre l ati on 



\c icG'ic )f qna].ity of life, oc ecoiopical preservation, is a subset 
'f t!ie ge'ieral vonce^)*;: .»t social responsioility. This is particularly true 
since the indi Idual purcfiase behavior of consuircrs ultimate).y has an effect^ 
on the population as a whole, * dlbiet a small effect in any one individual's 
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FIGURE 2 
SUMMARY OF GENERAL FINDINGS 



RESEARCH ISSUE 


PRO ' 


CON 

I 


Consumer Acceptartce 
of Eco-Information 


z — * — 

Accept importance of ecology 
.information 

• . 


— —————— — ' • J — — 

Confused over terminology 
Difficult to act^ 

4 



Level of Eco-Motive 
vs* Brand Loyalty 



There is an Eco-Motive Buying 
segment « > ^ 

Strong motive for this segment 



Relatively low in impror-^ • 
tance to general population 
Probably less than 12% of 
population alter buyitig 
behavior " 



Social Responsibility 
Correlation 



Eco-Motive is probably strongLy 
tied to an identifiable social, 
consciousness ' 



Socially responsible popu- 
lation is a clear minority 
Social xresponsibility is 
non-/ctLonable 



Attitudes 



Strofig feeling of conjzr^rn for 
Eco-deterioration I • 
Some preference for Eco-safe 
products " . i 



Knowledge 



Wide spread general bareness 
Cues dre identifiable 



*S^cilo-ECQPgmic » 
Identtficatiort*^ , 



r Socio*- 
^ • Psychograph^c 
Identification' 



College educated 
High occupational attainment 
Pre middle aged 



Less ali^ated 
Less conservative^ ^ 
Consumer ef f ect^iveness is high 
Open CO new ideas 
Strong desire to know , 
Less/s tatus conscience 



Altitudes are non-actionable 
General population feels un- 
able to do anything: 
General f rus tration 



Mixed, concentrated among a 
few 

Often inaccurate * 
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Lower status occupations 
Lower income groups 
Middl'e age and older 



More co nro ¥ v ative 

Closed to new id'eas'. - . , 
High in harm avoidance 
Mor^ status cons^ciencd 
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case. Measures of social responsibility, such as that of the Anderson and 
Cunnipgham study and the Herberger\ and banter study, are foreruan^rs of our 
ability to isolate those people who can "be converted to more socially respon 
slble behavior. The social responsibility correlation with the edology buy- 
ing motive lies at the heart^ of a strong educational program aimedlUt volun- 
tary consumption behavior. ^ 

Attitudes atid Knowledge 



As mentioned earlier, thepublic^s genepal attitud^ toward quality of 
life is positive, • There is evidence to suggest that trfe issue of qualit;.y of 
life will pale in the presence of economic disorders such as inflation, re- 
cession, (jr more generally, stagflation. Once again, the challenge for con- 
sumer education lies in the fact that, even though consumers have a sincei^e 
interest aad doncern for their ecology ,11 these attitudes are often quite 



specifically non-actionable. Certain kinds of purchase behaviot' can yi^d a 
degree uf satisfaction for the eco-motive; however, consumers in geneml tiee* 
to^know more, anci how to act in responsible way3. 



It seems paradoxical to find that we have ^n indentif iable audience of 
innovators, or early adopters^, of the ecology-product concern cqnceptj and, 
yet, we seem to have done littlje to take advantage of the body of theory tha 
is available for transmit tjh^^this knowledge and awareness to the popiflation 
at la/ge. , ^ ' -^""^^^V ^ ' ^ 

Sncio-Fcnnomic Pdentif ication vs. Socio-Psychographic Identification ^ , 

On the issue of hoV to identify individuals Vho are socially responsi- 
ble , and who understand the need for ecological purchase behdvior there are 
-miibed results from research. It is clear, however, that thl^colo|ical buyii 
ijiotive is complex, at best and somevfhat difficult to describe^^a simple demo-' 
graphic .terms . Perhaps one of the most serious causes for concern in the 
ecolo^y-pjroduct 'relationship comes from the fact that there is Itrong evi- 
dencej t^b suggest 'that the^bettei; educated, more affluent niemUerawif ^ the ^ 
consufnir.g public are tlje'most likely candid^ites fox responsible voluntary 
\ consumption behavior. This is not to suggest that lower Income, lelfc^u- 
1 cated people are . less* socially responsible . '.tjuite (;o the contrary, it 

Nwould ^eem that "the .basic motive, of ecolo|gy\as a purchase criteria is simply 
^ . iWer^in the overall evoked motive set. ^ Hexte the challenge for consumer 
,1 education will be to convince members of y^ious $o<y.et-economlc strata of 
the V importance of individual, voluntary consumption that reflects on society 
as a whole. There is little evidence to suggest that beiiig-^an ecology- 
coftscious buyerj is necessaxily morp costly. 

The distribution of Intelligent, voluntary consumption is a^prqblem unt. 
it,se^, particularly "tThe^n the^proportion of the woi-ld's less affluent countr 
. a^d people continues. to ^ow^' Clearly, the survival motive is short-run and 
-,s^rqn^'. vEqually cles^, i^^he^act tliat ti.uality*of life through intelli- 
gently vctluntary consumptiottv4j^_a weaker motive. and perceived as a long-run 
problem by the majorj.ty^^5E::::pe6ple. 
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\ ReGommet icfations for Action ^ o < 

i ' ^ , ' * * . . ' V 

J V A central the^e of thts paper is the availability of a consumer pur- ' v 

% s chase motive called, "ecology consciousness." It has been shown that this . ^ 
^motive is demonstrated in the form of voluntary consumption behavior as con- 
sujners tradeoff degrees of individual satisfaction for the corporate good of 
'iSociety" as a whole. The questidn remains, however, as to hoV to brpaden 
^ eh^ participants in eco-conscious purchase behavior, • \ / , / 

.4 ' > V - 

J As pointed oUt earlier, social responsibility is not necessarily depen- 

dent on social class or 'economic strata. Instead, socially responsible *or ? . 
eco^<;onscious consumers tend to have better facility with information that 
^ is necessary for this form of intelligent consumption. 



Recommendation One 



.Clear, 'condise , and actionable information must be available to all con- 
sumers at the point of sale« Sounds like an old song! However, the key 
'point- is actionable information. Some time aga with the truth in labeling 
act, and more recently with the enforcing of nutritional labeling, cgnsuroers 
h^ve been given access tp greater amounts of informartion . Whil^ the 
intent of food labeling regulations is to facilitate value comparisons, the 
consumer is still faced with the problem of personal optimization. How does 
the housewife translate nutrition, ^cholesterol' and fatty^^id labeling, imi- 
tation foods, idietary foods and other "nonstandardized" foods as well as 
price and size Varilance into a comparative modjel? Certainly with difficulty, 
if at all' ^The nature of labeling regulations -serves as a good model, 
however, for Ihe eco-conscious buyer. Already, laws are on the books requir- 
ing environmental i^pa*ct statements on new land developments,. Would it not- 
bp possible to clapiify certain types of goodg, and perhaps set\yices, as 
ejivironmental risks! Impractical? Please redd i;jecommenda'tion two. 



Recommen dation Two \ *\ 



Long ago'marketmg practit^nje^s recognizefd ^Jiat product distribution 
systems such as food sto^res, retail ^hopping eentejpsi etc, we;re in fact 
buying institutions for their customers, R^commen^ajtToIt two^i^'^Siifft^ th« 
' disltribution ehd of the marketing funfction: ' addLei^vironmetital impact itifor- 
*\ * mation to your' reasons for buying. It. is important that the cojic^t of f ^ 
' intelligent ^consumption be carried through to the iJetail/^nS^^jliolesale level. 

, J Distributors* haVe an obfigdtion to tlfeiV customers ^&->tiuy respon^bly, to 

buy products that can reilect the consumer's gerieT;al concern for their quality 
J of life, b['his proposal can be am .important dif ferenti^al market Advantage for 
^^>/the alert retailer. If the customej:^inarkipt' you serve objects to. having their 
freedom of selection .res tricted , then classify your product offerings into 
risk categories,' Make it simple", "but abpvfe all, Make Xhe decision to inform 
customets of\how their. pur/chases cah^'affect their quality ^f life} 

♦ , I Tfiere ar^**a number of obvious ways to accomplish environmental cons- 
cious-ness gs i^''ma'rket5ljj^ advantage. To begin with,^ the retailer and eyen 
theiwhole^^le di^tri^utorban publijsft their "reasons. for buying," Would it 



rtot/ be possible for a food retailer to ^color code those prqdiiqf^^ that are of 

at about a. "bestvbuy's fot the'enyii 



questionable environm'^ntal impact? .What about a, "bestvbuy's fot the'enyiron- 
meilt" section? * ^ 



ERJC 'I , ■ /li3 
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f -'f There are many problems associated with relying on the independent, 
!)usine&man to make,;the judgements necessary for a, consumer's voluntary 
intelligent consumption, not the least of which is the confusing babble 
Lti^ oarrounds vjlidt and is not bad for the environment,' Information 
quality is the subject of recommendaticfn three^/* 

» ' * ' * ' * I . 

Recommendaticti Three * * \ ^ * , . 

.Earl-ier the question was asked, "Is it ^possible' for a. responsible public 
to jreact in 4 valuntary fashion, for the benefit of the society as a wholet", 
It ts the author's contention that it is not only possible, but essential. \ 
Iht must disturbing conclusion th\t runs as a common thread among researchers 
V >f .coni>urat;r-product relationships la that the public must be protected from 
thi risk v-f unprincipled business, practices as, well as protected from them- 
selves' Hie Conclusion, though perhaps inevitable, has fostered a growing 
reliande upon federal, state, and local legislation, as well as the public's 
abdication of their privelege of free, intelligent consymp'tion. This^ab-'^ r 
^ication Kajs in the author's opinion, been made in favor of governmental 
regulatory agencies and has succeded in creating ^ "third world" of" capital- , 
ism t^hat is replete with a cause (consumerismV^pd vocal advocates This 
•^third world" is not necessarily had, however/; in fact, if may have been th'e 
only way to get the attention of managemerit, igovernment, and the public as 
well. The danger^is^in the evolution of a dependences on a legalistic rel^a- 
tionship between consumer, producer-distributor, and retailer*,. This evolXi-^ 
tion has set-up corijbrate management In an adversary relationship Vfith their 
own consuming public — quite 'a contrary notionNto intelligent, voluntary 
consumption! How did the public come to the poirk of rely}.ng' so Heavily on 
governmental regulatory agencies? Quite simplyA mplied authority and objec- 
tivity, " ' ^ /A ^ — * 

It is normal for, the public to look to ^n objective third parlf^^ a 
source of information and ultimately, prptiec^tion. The reoommendatio^n .would 
be, therefore, that federal agencies recognize their implied credl|bility and 
do more in the way of communicating accurate,, actionable informatign to the, 
business community as well as to the consumer^ The fpcu6 sH'ould bAon the in- 
dependence of research and comparative product evaluation more so ti\^n on 
legal redress. Government should, be a'l^artner in tl^e business-consu^ner rela- 
tionship • . . , .\ ^ 

t> - » ' 1 

'Recommendation Four , , - ' * 

' ~.- . . - - . ^ 

From the businessman's standpoint, the majrketing concept is still llvabXfe,^ 
still ylable. The producer tnust brQ.aden the product bundle to i?ilclude in- 
formation that will assist, the consumer in buying intelligently, j'^ it the manu- 
facturer's product has attributes that make It more environmentally sound, 
say So, , The area o^ environmental impact studies as thev app^y to prodiicts 
and services is an excellent way for regulato-ry agencies^ to get conjpar/tive \\ 
information to both consunlers and marketing^ |istributionf inns , » An even 
better, approach would be for trade associatioHn^ to t;al^e the res^nsibility 
for self-regulati3n in assessing their member's p^dduQts' ^n t^e quality of 
life. ^ . . / ^ ^ V 

In conclusion, |:hese recommendations touch the surface of^ number of 
deeper pro^blems as" they relate to the* education of consumer^ and the ecology 
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buying motiveK To begin with, the technology Is still ^developing that will 
allow industrVpnd government alike, to judg^ what is safe, or less da*ngerous, 
for our environnent. Environmental systems analysis^ is whole new fr-oTd 
'that.isiyet to come of age. It is the wish of the author that the warnings 
of a <langex in Kpo much c^pnsumer-government reliance do not overslvadoy the . ■ 
hope that is seenNamong buyers* that ate e cologi^cally conscious, A^we'iuoye- 
into'a period of resoui^ce scare it/j^ the' m^^^^re of stability in bur culture', 
may be the degree to which, wq can rely on eafitiT^oiher to "vol unt^j rWy'* do 
what is best for ^ur society as a whof6» 




'4r 



4. 



J 



lis 

103 



, Footnotes . ' . - . • . • ^ . * t 

" > ^ * . ' , . ■' • • ' 

George S. Day and Davic^.A. Aaker, v*'A Guide to Consumerism," . 

Journal of Markiating^ Vol'. 34, (July, 1970), pp.«12-i9., ' 

^ . ^ 

2. ..Philip Kotler and Sidney J. I<evy, "Broadening th^ Concept of Marketing," 
Journal of Marketing , .Vbl/ 3 J, (Jah\>ary, 1969)*, pp. 10-15. ^ \ ^ ^ 

; X David J,. Luck, "Broadening the Concept of Marketing. . . Too Fgr," and 
Philip Kotler anti ^Sidney J. Levy,* "A New FoYm of Marketing Myopia: 
Rejoinder .to Professor Luck," Journal of Mark^tiAg> , Vol. 33, (July> 
• ^ 1969^), pp. 53-57. > ^ - , ^ ^ ^ 

4, Martin L.' Bell, "The^ p/alt^ring Marketing Concept," Jpurnal of 
, . Marketing , Vol. 35, (October, 1971), pi 37. 

5. James T. Rothe and Lissa Benson, "Intelligent Consumption/: Ar\ Attractive 
Alternative to the Marketing Concept," ]ksu Busioess Topics , Winter, 1974, 
pp; 29t^34^ ' .1 . ^ , 

I ^ • ' ' ' ' / 

Roy^A. Herberger, Jr. aXid Dodds I. Buc^ianan, VThe Impact of Concern for 

Ecological Factors on Cotisumer A^ttitudfes aW Buying Behavior," American 

• Marketing Association, 1971^ pp. 644-^|i6. 

7. Harold H. Kassarjian, disincorporating. Ecology into Marketing ^Strategy: 
The Case of Air Pollution." Journal of Marketing , .Vol . 35, '(July, 1971), 
^\ pp. 61-65. J . * . * 

8;- Ibid ., p^. 65. * : . \ ' , ' : 

9^. Roy A. H6rberger,/jr. and Barnett A* G^§enberg, "Ecology Consciousness- 
For Those Who Can Afford It?", A Brooker Report to Mauagemept , ed. by 
Taylor Meloan^," March, 1975. ^ ' - , • • • 

10. ^ Thomas q. Kennear, James R^ Taylor, and Sadrudin A. Ahmed, "Ecologically 
^Conc,erned Consumers: Who Are They?" T Journal of Marketing , Vol. 38, 

• (Apr{il, 1974), pp. 20-24. ^. . . v., ' > / ' 

11. Michja^l B. .Mazis, Robert B^^ Settle, and Dennis C.^ Le3lie; ^'Elimination ♦ 
of Piosphajte Detergents and Psychological R^ctance," Journal of Mar- 

" keti ig,..^!. 10, (November, 1973)^; pp. 39b-395. r v % 

,12, K^rl E. Henion,."The Effect of Ecologically Relevant Information'on 
Detetfeent Sales. "^ JournaF of Marketing , Vol.'9t (February, 1972), pp^ 

• >; 10-it . \ ■ ^^^"^ • ■ : ■ ■ 

*i3. '^^'y.Ali 'Herberfter,- Jr. and -Donald B. Kanter,."A Cjrols -Cultural Analy'sis 

of the\ Social Responsibility Norms and 'Ecologicdl Concern of British and 

* American Consumers," A paper submitted to British Journai of Marketing , ^ 

• (February, 1975).-' • \ '~ TV ^ ' ^, ' '- 

' . ■ - 116 -/^ 1 " \ ' 

' '1 . 104. 




U." W. Thomas Andenson, Jr. and William H. Cunningham,' »^The Socially Conscious 
Consumer/' Journal of Marketing , Vol. 36, (July, 1972), pp. 23-31. 

15. William^ S. Rukeyser», 'Tact and Poam in the RowOver Phosphates'" Fortune , 
(January, 1.972), pp. 71. . . 

^ ^ . - - *^ 

.vib.. Warren A.^Finch and Hiram C. Barljsdale , '^dod Labeling Regulations: ^ 
Effprts' Toward- Full Disclosure,!' Journ al pi Marketing , .Vol. . 38, 
(Julv, 1974), pp. 14-19. \ ^ , ' - 

17. 'For an excellent examplfe. of '^r<?search on this point,, see, "Food Labeling/' 
' * Federal ' Re^'jst.er , Vol.' 38, January 19, ^1^73 ^ • ^ 



* «0 




A/ 



•I 



/ 



ERIC 



PtlELIMINARY RESULTS ON A SURVEY OF 

V . ' • , ' 

I 

^CONSUMER ATTITUDE^ TOWARD CONSUMER PROBLEMS; 

• ^ ^imone Clemhout , i 

Associate Profes'sor 
I Department c|f Consumer' EconomicB 
i V and'^Public Polirl'y 

I Cornel 1, Unive.r9it;y | 



Design of Attitude Qyesti 



•/ f. 

loanaire | ^ * 



\ 



system can 
, government 



At an all encompassing lev^l of generality, the economic 
be perce^ed as composed three major power blocks: busines 
and the corxsujners. The i^nteractions and ^ee^ll^acks among ^the«e Mocks form 
a coroplicated system. The consume i: inte^sY is on6 of the ma joPv components 
of that system.^* Efficient -and equitable alt^imatives for the coirsumer well- 
being ought to be provided government ' and business* The same ilmDedini&nts 
that Limit consumer welfarei ultimately 'inhj.bj.t business and governmJ^it' from 
achieving their desired encfsj The ifise of consumerism t>leads the cas^ for 
strong consumer policy tl^e. outcome 'of which should be to alleviate ^prpol ems 
that hamper the welfare of individuals^ The ar^qrterjt that an ^amelioration, 
of the^ consuijver position must come '•about throug^h, aYi increased responsiveness 
in the standard motivations and dynamic adaptive changes in 'the existing 
institutions of business and government does not face the historical ^fact. 
of emerging effective consumer action for po^licy change," / 1,2^ 37 • 

Yet, Hhile there is a\ wide debate in this area, we have* very <J. it tie 
'direct information from the consumers th^mseJLve^ as to -how they feel, about 
some o£ th^se issues. NwaSays one can hatd^ly. conceive of medicine without 
asking the pdtient a^out hiV symptoms .(although the care, may 'not be left , to 
the patient;), ' Yet, debaffeslalxAit consumer p^6licy neglect the views of ^^f..^^^^ 
consumer' themselves 1 Thus , \it.'appeai:s quite important ^d relevant; at^hiS 
time to undertake a survey* qf cons^umer attitudes ,towards consUmer proble'ms 
and concerns , ' It is of crucial .importance to take consumer views into account 
in policy making since besfideLS^being, voters ^tfhey also are shoujldering- the 
jburden of -taxes (so^e of thW paying for consumer ,pol icy measures) as well 
|as high prices ancj deteriorating .qi\ality ofproducts and the environment \ 
ThUvS, it i^ ess^ential for ccinsumers to ^have *a voice in consumer policy mak-* 
ing which Qught,\to be directed. at 'the ilpiprovement of the economic ^nd per- 
sonal welf*are cff the onsumets. ' ^ , . ^ • < 
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Basic groundwork has been 3one it\, tnis area by Burton /4/ and Gaedeke 
/5/ In their doctoral dissertations. They surveyed segments of the educated 
public Bctivety concei^ned with consumer {problems ai^d issiies« Burton surveyed 
teachti4^ uf consumer education;, the final ^ay^about hj.s questionnaire rest- 
ing witn a jury of past presidents 6f the Americah Council .fdr Consumer Inter- 
ea(t8* Gaedeke surveyed busines^-oraented and consumer-oriented spokem^n for 
their respectiv^*^ associations as piicked from lists of individuals who testi- 
fied or provided evidence for the record during Congressional, Hearinga in- 
volving consumer issues, a third groujv of respondents was drdwn from Senate 
staff members "and oth.er government individuals involved "directly i^n consumer 
protection actlVltie^ Burton had 234 respondents and Gaedeka,65« The d^eslgn 
:?f their questionnaire was based on the literature and a large number oJE^ 
* frequently stated assertions about consumerism. Burton^s final questionnaire 
was cpmposed o^'f 48 iteu& white Gaecjeke covered 6? items. These works repre- 
sent ipajor efforl,s to uncover the illmpnsions of consumer problems. The 
amount of background Work involved is considerable and the design of the . 
questionnaires ^particularly thtt ^of *Burt*^n) Were useful ^n the initial stagqs* 
of our thinking. Inalghts w'fere also derived from Shirley Schecte r's dpctoral 
dissertation ""Consumer Rights, Information and Conputae^^s ^yStrengtl i of Com- 
mitment to Consumerism .Issues'* /6/. She* uses Bux*ton*^, Gaedeke ' 8 ;and her 
jwti questionnaire to. survey college studen^B * pttitudes towards c<insumer pirobf 
lems and decree of cortelation between .knov^Xed^ei of lssue6\and cocimitment 
towards jact ion to remedy such problems. / \ \ I ' ' 

' ^ . / . ' ' . \ / " • ' ' 

lur addittpn to. the above basic work, tl\e literature on att;it/ude8 "and * 
survey meth.o4s was* syrveyed^ Admittedly, the design and, testing 'of attijtudes 
questionnaires as well a? administering the supvey are very cViallenginj 
The following argument is based in part on the literature in reference 
to /19/> ' • 

.The design of the attitudes survey questionnaire followed tl>e Wn 
established proc^ure discussed in this literature/ /Coosumer aware" 
that^ a person ^recognizes an Issue- or a problem as being. relevant to 
ment. Attitudes* is a stronger feeling in the sens^;that a. person n 
'recognizes the issue but ^Iso has ,a point of tVlew iWl?, 19/ • Bo^ 
ness and attitudes are functions oi knowledge^ in^f tjlrmaiion or -expo 
personal experiences. 1 \'. 



on [products Xp^lce, 
(gdjvernment publications, 



Knowledge is taken here to include ihfoi;Tnatip 
servicing, etc.)i on sources^ of product informati^o 

Consumer Reports, etc.); and o;t' channels "for the ^r^soliitlon of various! con- 
sumer gxrievances (FTC for deceptive advertisings, state ^and "city depart^e|its 
of consumer affair^, small c^laims courts, etc.). Experience reffers'to 
lems encountered by consumers with defective products, deceptive adver 



and trade practices, etc, 



V 



Attitudes will be interpreted to include 'opinions on policy issue 
particularly those subsumed under the geqer&l heidings of con8umey proie^ 



tion (government regulation), 
and consumer education (i.e 
subsidy)^ . ' , 



consumer advocacy (!• self -help orga 
either "governmental or yinvolving a goverfnmi 
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Relev&nt issues wer-e, chosen from previous and current studies ' (Burtort, 
Gaedeke, SchecCt^r), newsparper*s , 'magazines , Journal of eonsruiAer affairs a^d 
other prateSBional iqurnals, governpient publication^, news releases, exten- 
sion material, diseuss»i^*)ns/of a *'pahel of experts'^ Xseminar group fo^r Hatch 
408 meeting regularly and composed* of three faculty members', on^ research 
associate and 10 ra.l2 graduate 'student^) - i , ^ 



On the whole, Oppenheim^s definition of attttdde /7, p', 105/ 
fo-r our 'purpjose. This definition ^s as* follows. \ Attitude: - "st^ 
•''nes^, a te)idency ^to' act or react^in a ^certain mannel: 




adequate 
pf readi- 



certain stjimuli/* .Tlie stimuTi is a statement and^ 
strength' of the' f eaetion. 



when confroA(.ed with 
hat is ipeasur^ is the 

_ of rel^vant'^|LS^ues n 
roiijgh pretesJts/with a 



us 



, The f^lnal st'att,»mentp we^e developed on the bas 
^chosen at d^s^cribed, earlier They were^evaluaj^d 
larger number of stdtfemeptsi , \ 

^ ' ' . ; ^ I " • 

statements are listed randomly e.py ."dfawii>g, If rora a hat'* to ^ 
i any' presentation bias. For the same i^ea^ott, negatiivply and positively 
. phrased statem&ij^ts alternate. « ' ' V 

' the 'respondent is provided Vith an array ot posslible stands' on an 
issue Via several, related question^ spread tljiroughoutl the .questionnaire: * ^ 
Thus, each statement is slmpJLe, c\e^r,* direct , ,unambiitious an<f concise^ 1 
* Statements^ which lian be interpreted more than one way Wei:e al/oided. • The > 
. ^^4naiUtom of the statements were^^workeid out after pr^-testipg'ln the cour^se 
of seyeratl meetings.of the 'seminar '^groiip of^exp.erts" lienpion^d earlier, / - 
= The r^spalise ia Coded according, to *a lickert scale,* i/L, th6 respondent is 
^^..-^ked to^/evaluate tlje iterrts on* a five^Catjegory scaie ranging from strongly- 
* agre^ to//^t.rpftgly-disagr^e, : Tl\e lickert scale is useful for its simplicity 
and t^' a| accruta^e as -o^ther mdi^e complex methods of rating /lO/, . 
*'* (, f.*' '-^ 

. Validity, Reliability anci Discriminat iQh< StafeigticarMethoaoVoRV for 

Tes^inj^ '^Goodr^ess'* of Quest ionnadre . ' . • / ^ ^ 

Tc\e desigK of a questionnaire does have^ t6 meet "certain statistfca^ ^ 
metho|dological 'Standards . in "orde^ for the research to really reflect existing 
-* attitudes ratKer tjian clusters pf random response^ with little pifetern and 
---^very U i^ttle ^statistical meaning, * \ , — -^--^J w ^ ' 



Validity. 



.Since 



Tie first methddplpgical qi|esLion\relates to content validity* 
our it 2ms '^rss^based partly ba agisting surveys whteb were well developed^ 
\>as .well as.ffipeate'd meetings, of ;o\ir "group of experts" «we felt that the 
li^strunent oxfir-s a high degree of'validity^ 

^^"^^scrimltxation* ^ * 



DisctJimi'nation can be- looked at three llevels:^ (i) it|j/i analysis, (ii) 
differ^ntl'ated .groupings and Ci|i) an overwh'ale te^t of differences* The 
discrimination here is, between ^ijo-business and pro-consumer attitudes* 
Thus/a*n item is good if^ it dii£f erentiatcs between these two groups- Our 
i^nitial attitude questionnaire .was composefl of 4Q Items and was pre-tested 
, on 24 respondents (some from^ aro'und Cojchell, some 1/ from ruiral are^s). The 
.filtal questionnaire was composed o^f. 30, items basi^d on this pre-test. It . 
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. « • ' ^ » ' ' - J. . « ' , 

1. Goverruieni control over |"he drug industry to insure the 

ajat*t»ry drufts is^ too strict. 
* • < * - * 

.iHismy Mvcrt Isera^-Aake , false cliMms about theit products, 

3- ^ Co isvmtr gr-oups are mcddiing too mucji in xH^^buslnes-s . 
sv item. • ' 

#. . • ^ ' • . * 

4. * fKrirc ai;ian*t enough places to .which a dissatisfied 
1 cufitomer can complain. • . ■ . ^ 

r / . ^ ' " ^ 

' 3. Industry, fath^ tb^ go^Jer^nmont ^houW establish safety 
" standards 'f'^r *product.s. . ^ 

'=>6. C'pnsymtrs should be e^ncouratted to become fnvolved^in 
. getting public utility "ratGij, \ ^ 

7. In recent years, the government has been spending too 
much mone}7 on consum^r^protect ion. 

8. There should be a profe$sional ei^ployed ^ii\ the ^local 
government 'to receive^^coTisu^er complaints, 



9. -The government- should'^be stricter *in polic;^n§ 
advertising, , * \^ r \- \ ^ 

. . * ' \ ' ' . : ' 

10, *the ^Better Business Bureau* is. helpful in handling 
consumer Complainc-$. , < . " 

11^4 Tne tautflity of^cohsi^er proxJucf todaj^ is poprer than 
it Ja^ -a few years ago«^ » *' * i\ " 

12. Industry sli 00 Id be, left free to regulate* itself with;- 
out * government interference. ' ^ • • ' " 

13. Ccmtatting the fj^ae^ral government in VJashi^gtou, 'D^C, is 
\ ,^ a gobd 'w^y of handling consume^ problem?. " V 

i ' * ^ 

14. Wlien buying ci^sumer prgJucts" you, generally get what 
^ you poo/ for 

15. Advertisements provide adequate information •about 
product quality. 
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16. Consumojr probftifas ^rr not'as Ijad as newijpaper and T.V. 
, reports; make thorn aj^pcar'. ' ' • 

17, vf^i-e governmeiU sh.^uld not require anc i -pol 1 uL i on ^ 

hevices in motor vehicle^. 

18* -fV<ivertisers use ai^nmitks ^more\)f ten than facts. ' ' 

19, Tne advice of prof^sinnal consumer spokesmcj^ > I ike * 
Ralph Nafhv^ should, be disregarded." 

2(ii Vtost busint'ssovdo a«igood job of handling conplaints. 

211. Federal RegulatoryVAgencies adequately protect 
'consumers against uiVi^thical business practices. 
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25 



We* need- safer cars evan if rhev become more expensive , 

llie c/^nsymer is taken advantage of too often i 

f ' ^ i _ . . - \ 

Comr|ier.^iaLs are often informative. - ^ * 

A strong consumer moyemt^nt is needed to' proto|:t 
consumers from big' bi^iness* 



• 26., It is '^asy to settle consumer .problems in a' small 
I claims'V<^d[rvt. ' ^1 1 ' * - 

27.,^''This ^cl^ttj^Ms' usclful for sfioppingf "Wlien tested 
against o£\\et bijrtnds, our .product proved best**^ ' 



28*.^* Relative <o ot^ie^r major Social, issues, consumer 
problems are not very impof^ant. , " 

2?V, J^du^cly should clean. up pollutron even 'if the prices 
' cha;, xctnsymers ^pay gos.jp. 

. i " ! " - ■ • 

30j We ne,edi meire consumer protection even if consumers 
have t9 R,r y for It. 



ERIC 




r ' 
* >. 

c 

C V 
u u 

M DC" 

in < 


• 

u 

< 


' U 

c o 
o S 


Disagree 


Strongty 


r 

'> 

\- 


' SA 


A 


DK 
Sc. — 


D 


SD^ 
! u 


SA. 


-A 


DK 


D 


SD 


SA 


A ^ 


I)K ' 


D 


* SD' 


SA' 


* a '^ 


DK 


D 


SD 


SA 


' A 




D ' 


SD 


SA 
»~» *» 


A 


DK 

1 


'D 


— ?=« 
SD 


■ SA 


A 


i 

DK 


D 


SD 




A 


DK . 


D 


SD 


SA 


A 


•^DK 


D 


SD 


■ SA 


A. 


DK 


D 


SD 


SA . 


A 

» 


DK 




SD 






DK 


D^ 


SD 


SA 


■A .. 

• < 


DK 


D 


SD 


SA 


A 


DK - 

< 


p 


SD 


SA 


A 


DK 


•D 


SD 



AFTER y4u tlAVE COMPLETED 'THJ-S. SBCtlON'PLEASE RETURN FOLDEI^ TO THE INTERVfEWER. 
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Reliability 



.Reliability refers 
consistento?esults • T! 



to^ the degree to which a measuring procedure gives 
le coefficient of reliability is much higher far the 
tofal questionnaire than it is for any of the subsets.' One should expect 
^he reliability on subsets to be lower because we are now only asking the 
respondents four to six^times to determine his **entlxj|^yiisatt;itude toward^ a 
part ,of consumerism. * . ^ 



Population * » » 

The piyrpose of this survey is to interview personally a random sample of 

3 total of 900 respondents. The interview covers a questionnaire which is 
esigned to ''explore consumers* attitudes and views toward copsumer issues, 
t^heir experience with the purchase and repair of consumer products and the 
information they use--or would like tp have--when tt;iey make their purchasing 
decisions/*^ * ^ . ' \ 

The population to be interviewed comprises a rural, apd an urban '^ample 
in upstate New York. ^For feasibility raasoa of field t^Sts, in view of 
available resources and ttae constraintsV the sample is dpawn from a sufc 
populatl^ roughly witfi a 50;^0 mile radi^us of Ithaca, 

Stratif icatio^n o£^Sampl 



The sample is strati 
definitions of rural and u 



ruraT: 
urbf^n: 





Torditig to rural and urban diinensions, 
are a^ follows: ^ 

is of < 250d inhabitants dutside^MSA' s 
within urbanized SMSA's regions 

\ 



Cluster Sampling 



stiiil, 

5 it 



however,- too vast an area to dra\A* a rai^^om sample 
oulc\ be extremely costly to construct a list o^ the 



ra^* 




' The area is s 

I from as such since 

I elements in the population. Thus, we need •to. define smal ler^units which will 
\ prove manageable. For this*purpose a sampling.^ unit' cqnais ting of a cluster 
of' smaller units (elements ^ /3/) has bfeen constructed. . \ 

Rural and Urban Sampling ' . r 

---^...^^^^^ Construct an exhaustive listing of all towns with population^ 2500 

ir3iW>itants ^ all counties cons^idered.^ Instead o^ population size, peruse, 
we will use number of hou^«l\olds siAce this gives us a manageable unit to 
work with. Assign to categories of lOO households integer numbers^i^rom 
to 252. Out of this cluster Vl, 252A using trfe table of rand6m\ nurall)e^8 ,J 
draw a random sample of 10 towns, ^» \ / * 



since : 



m^ 



= Mi 
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The drawing of the urban sample is methodologically similar to that for 
the rural sample. In the urban areas We are dealing with SfeA's partitioned 
according to census tracts. These tracts are. composed of city blocks. 

Gonstruct^an exhaustive listing Qf all census\tracts within urban 
areas of SMSA^s and code members/ of living unit^ per census tract. Con- - 
sider listings. of city blocks within' census tracts as clusters primary ^nits, 
Agai'n due to limitation of resources and size of sample, this had to be 
reduced to a^mofe manageable sample size. Similarly to rural sampling 
equation (1) is used to take a. random sample in proportion to size df units. 
Thus,- 25 tracts were selecte-d using the table of random numbers. 

Given these 25 census tracts, list all urban blocks and corresponding 
number of year around living. units. Assign consecutive numbers to the 
blocks. Using the random number table we select blocks within the tracts 
and we compute zi for each 'block. Using equation: 



f M 
mi == '( o ) = i_ . 

^ zik , 



nzj 



we obtain th^ numberr af required households in each, b^ock. 



Overview of demogtaphic characteristics of the population, types of com- 
plaints and attitudes; coding and computerized classification of data. 

^ J, * ^ t 

The response of consumers to tyCe question, "What^do you think is the 
number one consumer problem?" is indicated in the table below; 



Typps of Complaints 



V 



Type of 
Complaints 


1st Sample 




2nd Sample 


Rural 


Urban 


Rural 




Urban 


High prices. 


43.5%- 


20.9%. 

^ "* ^I'l *** 




43%' • 




31% ■ 


Advertising 


'10.5% 


2?V1% 




lo'.'8% 


r • 


" 21.6% ■ 




52.4 


38.1 




54.3 




Quality 


8.9%. 


■ ' 17.2%- 




11.3%- 




8^1%. 


Servicing 


14.1% 

. A 


15.2% 




11.8% 




16.8% 


\ 

Total % 


77% 


"75.40% 


76';«0% 


77,70% 



39.1 



r 



\ 



' On the whole, almost 80 percent of the respondents find that;, the most 
^.mportant consumer probleV falls in four categories: high {Prices, adver- 
tising, quality and servi^ng of products. At no time, more than about 12 
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Footnotes Used in Preliminary Version 



f . Copy of press release in Appendix 1 

3. "Single-Stage Cluster Sampling" in /3/. 



r 



4^ . Table 33. General Charactieristios for county ^ubdivisions>; 
/2/, pp._^4-2(58-on. Example in Appendix 2^ 
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percent of the respondents say, there is nt) problem. Thus, this is a first 
indication that cotisiimers are , concerned, they see that there are problems 
for the consumers • They are ^are of^ the marketplace as an environmental 
framework reflecting a quality of life dimension* / , 

; ^ . ;/ • . { 

More specificallyy,-«cyne Jthan 44 percetvt of 875 respondents who live . 
In rural areas are concerned \^ith inflation both in June and September j „ 
yhile the percentage of urwanj resfcientai with the same cpncem6 rose from^ 
tl percent in June to 31 perqent in Sept^^mber, Tl>us, rural consumers f^el 
the impact of 'inflation earlier and more strongly than tfieir urban counter- 
parts. ^ 1 

Certain characteristics of the rural population c\)uld be' responsible 
for this sizeable difference ;in the response of urban versus rural residents 
The income distribution shows that on the average, 50 percent the rural 
residents in the sam^ile earn less than $10,000, while in urban ar^as the 
corresponding figure is 35 percent. One- third more urbanites than rural 
people earn $15,000 "or hi^er. ^ * * 

The age distribution indicates that the percentage of elderly in ^the 
rural subs ample is only slightly higher than ihe corresponding urban pne, 
while the difference between these two areas for age groups 35-54 is very 
sizeable, one-fourth more people in this age {^racket being urbanites. This 
is the age group where Income is higher thus it is not surprising that the 
standard of living as measured. by income Is lower in rural areas. Thus, 
rural consjjmers feel the pinch ^inflation hard and early. 

* . Familjy si,ze (number ojf persons) shews' that^the. number of persons in 
the 'family and the number of cjiildren does notion the whole indicate the 
existence of any major differences in the distribution in family size 
between rur^at and urban aresfs^. Hi^re is a somewhat larger proportion of 
rural families with three children under six (4 percent versus .4 percent). 
This influence would, of course, reinforce thp pinch from inflation, 

As^inflatiqn climbs from eight to ten ;to fourteen, pe^rcetit as shown i| 
by the consum,er price index and as wag^ and other earnings increase with 
a sizeable lag, there is a shift among types of expenditures within the ' 
cohsumers' budget. This is compounded by even higher differential price 
increases, fctr^ ins tance food prices went up by 25*percent or more. Basic 
essentials like food, housing, transportation^ clothing, make up about ' 
80 percent oi constifliers'* budge|:s (including taxes). As" the disctepancie 
between earning and spending grow, ^consumers rearrange their spenjiing, . 
Slnpe basics .ai^hard to cut, luxui;ies such as \ entertainment, gifts, vjaca^. 
tions, etc., wilf .b&'^cur first.* However^ tl>e |!^sychology of affluence stilXl 
lingers, on in life-§tyles habits and tTiereto^B^^^otrfumers' will fitst shift, 
from nHDre expensive Itbcuries to cheaper ones and also to "free" goods. ^ 
An illustration n^ght pe the 'spectacular increase in museums visits. ' 
Musauks are usually freet or cheap compared to alternative 'sources of redre- 
a^ion. In addition, they, now offer a variety of programs such as exhibits, 
moVi^s, concerts^, cheap cafeterias, etc. Recently, the Christian Science 
MonitoV reports an increasV from 20p million- Visits in 196? to 700 milljion 
and up last year, accordiitg\ to the Ao^rican Assotiation of Museum^. 
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Museums appear as a publici'gi)od with no or low £ees and one wonders if 
. j:heir subsidies should Act be increased. .Museums are usu^ally more accessible 

to ujrbanites than rural residents and this kind of opportunity for shift^ing ' > 
.-^ consumers'' preferences for luxury substitutes may nof^e readily available 

) , . in rural areas. Although this is^ only an example, it may reflect a^pattern 

and thus it is not surprising that rural residents feel the^ pinge of ijifla- 
\ tion muth more strongly than urban residents. Possibly, t^iey also have 
I . fewer. diversions than urbadl consumers and thus it may be more difficult ' 
' for them to rearrange their budgets .so that they can receive suff iciejit 
satisfaction psychologically. A by-product of high inflaJtflon is usually a 
compensatory tendency by producers and.sellexs to recoup via tjie quality ot 
good. Thus, high prices entail low quality. This is ref lec^ted^ in the senti** 

^ ment of the consumers in this survey. For both periods 17 percent of urr 

ban consumers,, mention quality and servicing of. goods as the problem.^ While 
I 11 percent of rural cotisUmers i,n June mentione^d "advertising as 'th6 prpblem, 
^ in September, 11 percent mentioned quality of goods as problem number one. < 

In terms of the occupational configuration-, as is WeLl known, rural 
areas in New Yoi^k. State ar^ by no means populated by farmers. W^lilQ for • ] 
the uAited States .as a whole seven out of every ten workers ate in services. 
This appears to be true also for New York St^te. v ^ 

Anal}fsis of Results of the Attitudes' Survey 

, Consume|^j)roblems are an important *social issue even relative to 

other sociaM^ssues and are not overdramatized in the press. Consumer 
groups are not meddling too much in business, in .fact the consuqier movement ^ 
^ is n^ded to protect the consumer from busine§s. There ought ,to be more 
. places where the consumers can vent their frustrations. These "are views 
of the consumers. Trom June to September the survey) period, tl]te state 
of the economy "worsened. sizeably^ in particular, the! stock marke,t (DoV 
Jones index)r^took a no^e diye from about 850 in June to 650 in September. 
^ The .response , to the questions from June to September seem to Indicate a ^ * . 
strengthening in the pro-consumer attitudes of the regponBents. * ' 

* Tlve tables herewith show percentagfe response to specific question. / 
These results indicate tha t:\consumers view quality-6f-lif e in the markets 
^ ^ place as at^ important is§ue, they want action to be taken ^nrf they want ^ , 

control over^their enviroljtment j 

Thus, "^otSonly theco^sumers feel a concern, for consumer problems, 
they also felstl that| these Concerns are important and are not over- - 
drarnatized in The jiedia. Also,* they feel that ^coosumfers themselves can 
and should act to r'h^edy such problems^. ' • 



So f^y, only the gederal question plus a'feV ot tb^ 30 attitude ' ^ ^ 
s'tions have been analvS^ed. A'mare^systep\^tic'^ simultaneous and compre- 
hensive analysis of all tthe attitude .questions; combined' can bfe:- achieved^. . ^. ^ \ 



via factor analysis, 



r 
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Some Attitudes Regarding 



Consuiher ^ Problems 



Questions ' 



•No 



7. 



Yes 



7. 



Consumer groups are meddling too/ much 
with the i>u9iness system ^ 



I 

58.9%- 



16.27. 



There aren't; enough places to which 

a dissatisfied customer can complain ^ 



23.87. 



Consumer problems are not as bad as 

newspaper and T.V. reports make them 
' -appear ^ ^ 



6 J. 07. 



68.57. 



20.37. 



A strong consumer movement is^ needed to 
pro^ct consumers from big business 



8,17. 



7^.77. 



Relative^ other major Social JLssuesi' 
consumer problems are not ver-y impor- 
tant \ / , ^ 



80.27^ 



11.67. 



t ^ ' ^ 

• • \ : I • ...... 

No means , disagree w^h the question as phra'sei, *yeS means agr 
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Major Themes Regarding Consumer Problems. 



f 



(A-) . Consumer problems are important^ actio;i should be taken, the respond- 
ents are willing, to pay for such action. - * 

(b) .Consumers are taken advantage^^of fcybo, oftien and there exists no 
adequate recourse for them to voi/e tlj^eir grievances. 



(C) Car safety, envl^ronmental qualify and consumer protection in general 
are areas of/ concern. Consumey^s are willing to shoulder some co^ 



for their improvement./ • 



(D) Consumers d9 not have confidence in business and mistrust advertising. 

These themes can be explained as follows: * / , ' • 

(A) Cons&mer problems are iinportane, , action should be taken and the. 
. 'respondetits are willing to pay' for suoh act'ion. ^ 

This is the most important theme, bo tli for urban and r^iral residetits. 
They expressed very string feelings ono this* theme. Th6y favor action 
through consumer groups;, goverranent "projection and^regulation- of industry 
in general.. Consumer .advocates and strong" consumer: movements consider- . 
ed necessary to help getting '-action. Mhe respondetits favor th§Se actions | ^ 
even if they impose some costs on t"he consumer. The,'quest;ipnnaire did not , 

- cover a discussion of th^ amount: of costs that consumers would be 'willing* . 
x"to i)ay. , ' * * • \ 

The only differencea between urban .and 'rural residents ^r^^that rural ^ 
people don't feel 'as strongly as^ urbanites alJbut the view t;hat ^'X^J-ative 
%o Qther major social issues, consumer problems, are 'not ^ery» iiiQ)ort^ant;' they 
regard it as important but not of primary importance (relative 'to inflation^ ^ 
^ Indeed, another part of the. survey shows that rural residents feel the 
pimih of inflation mt^re strongly (and .ear lier^ than; urban .\e8ide1its. Also 
rural consumers do not f eel^ that consumer movements are ess^itial to pro- 
tect consumers from big' WinWs. In matter of safety cpegulation they feel 
business* should set its own standards, presumably .under the general Regu- 
lation of government -which' they advocate. • i - . . # ^\ 

(«) Consumers are .faken advantage of too of teri and there exists not 

adeqi^ate recourse for tW to voice their ^grievances. , - 

' Con^Lers are taHen ad^lantage o£ too ofter. in the sense that\fchey pay 
too much j[or -^hat 'they get, increasingly the qifality of goods is p6or, ad- 

- vertising 'is a pfo^^lem. , > 
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This is the next mose important. theme bd^h for. urban and rural 
residents J Agaiti, they share their comp„laints about the high prices and^ 
low qual£tyiof'the products they buy. . .The. urban-rur^l. differences are 
that urbaniVes view advertislng\ks. a prbbleih basically because they feel 
ad'vertising\iS dishonest while r^al residents fell that advertising should 
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be pollQdd' by khi g'dvernment more carefluUy. Also, the analysis shows 
that nirll resident^ are concerned about/fhe consumers' role in setting 
utility, rates. Thi^ may be because rural residents haVe lower incomes and 
as a fixed ejcpenditipre in the budget the'y feel utilitie's as a greater 
burden. While for (irbdnites, food is the greater burden. 



(C) Car Safety, environmerital quality ankl consumer protection in general 

are areas of dpncern.. Consumers are| willj^ng to shoulder some cost 
, for their improvement. 



Both urbanjand rutal 'residents agreel on ttis. ^tem although they give 
if a >omewhat different ranking. It is ttie third ^ost important theme , 
for tKetirbanit.es, but the' fourth one for rural people. Again, the con- 
sumers exKibit the willingness to pay som^ cost although magnitudes are 
not specified. . - * 



(D) Degree of confidence in business and 



■ b 

views about? advertising. 



This theme is' the fourth most important for urbanises and the third • 
moat' important I for rural residents, ' • 

i ■ ■ ■ 

Urban. consumers do not have great confidence in business and support . 
a 5t^co^fa'' role l?y government in handling consumer complaints "and policing 
adveTtJing." 'While rural residents have mojre confidence in business ade- 
qucy in representing their products ^nd handling complaints, they view ' 
.conmercials ar^rcividiAg infpnuatd^n but not enough about the quality of 
.the product!?; /A • . , ^ ' , ■ • 

\ Thus, while advertising .is perceived by both urbaniand rural residents- 
as an area of Special. cW^ern, their\view8 ate somewhat[dif f erent. Urban- ' 
ites strongly perceive a^^;:ising. as being dishonest apcf give it -a very 
1^ priority as a mediMm fdr-:informatioh>nd at any ratfe it dqes not give * 
•good itvformation about quality of products and rankings of different brands, 

ents view advertising iQ the -opposite J directl,on. They 
iving information although they agree with urbanites. it _ 
does' not give gcjod inf elation about quality of -products. They also perceive 
'advertising as dishones^.but give it, a lower priority in their concerns^ 

' ■ ■ ' ' /' \ 



These results ^re in accordance with the literature which points out 
that urbanites ire /victims ef. merchants particularly ip "the, slums, this 
'also ties in with t]he feeling that urbanites have, for a Strong consumer 
movement. On tihe other hand, in rural .areas business operates at a moire 
personal level, the flow of residents'in and out of dhops is, composed of 
local people, merchants are motfe clearly* known as specific individuals 'and 
they have c-loser ties with the community. Thus, possibly, the level of 
business ethic? is higher in rural areas than in urban ar6as. • " 



-r \ 



120 

132 



4 

I 



\ 



\ 



/ 




Ove^ll, the survey dispels (i) first of all the myth of consumer v • 
apathy* g^eral public is aware of consumer problems aod demands that 

Supething b^ donb^ In fact^ consumers are willing to shouWer some cost 
for it* Of coursc\what is the best institutional and i)olicy mix which;' 
would be optimum requires considerable study; (ii) secondly, it also -contra 
diets the rationale of certain businesses that "if we don't deal with 
safety or, pollution control it is because we would have to pass the cost to 
coniumbxs in the iEorm of higher prices." O^f cjjurs.e, »how much consumers 
are wiil\ng 16 p^y remains an open question. • 

The ruMl -urban differbnc^ revealed by the survey, indicate the ^ ^ 
apecial^.featui^s of the rural ^environment . The rural residents still 
maintain personnl contacts with stStop owners ii^ the community. Ruthless, 
Impersonal expiloa^tioii by-^bu^inesss.has not become .an urgent concern. 
Rara^l people feel derivation of infbi^nnation abo^t product quality. Their y/ 
geographical disperse makes them dou^t^ul about ^he effectiveness of 
consumer "movenents. Th^y also appear ta be less ramiliar with the instit4i- 
tional framework in the eponomy and less, "^apabl^ t^\crystalize theirw^ievances 
and cdraplaintsl. JJrb^nites ^are more specific, they identify more clearrw 

,the agetits and* channel's in tl\e system, they separate more clfe^ly businesl 
government, industry, the legal system ('small jJclaims court^) a'AweH aa ' 

.advertiling and control of utility rates. \FoTi rural residents' these dimek^- 
sioqs IDE consumer f^roblems are , not, so clear\cuti, their conceptualization 
is more/fuzzy and there 'are. more frequent overlaps in their* evaluations'^of 
^ influences. \ , 

\/ ^ \ ^ 

* ' Not only* do consumep^ f^el s^trongly ^out consumer problems and the 
role of consumers in changing the .exist ing'^i^rt^er, but they feel strongly 
in the specific areas*>of governmental, legal and business cgpabiilities 
to remedy .consumers I problems • • > ^ . . ' 

Although we see that consumers are rather distrustful or unsure about 
*the .protective and helpful rgle of " the fede1ra\ go>?ernment and agencies in 
general, they support strongly, specific goverrmient controls in areas such 
as drugs, advertising, pollution control devices\in cars. Specifically, 
targeted controls appear more effective 'to the coneumers. 

As far as small claims courts are concerned, many consumers simply 
never even heard of this possible channel of recjjurse. At any rate, they^ 
do i\ot.see,it as a great facilitation for settlement of c6«sum6rs* grievances. 

Again, we find confidence in the consumers'j themselves as actor^ of 
effective social chlpnge* * ' . . ^ \ • • 

Business is not trusted, it should be regulated, cannot b^ left to* 
itself, '(fn the whole, BBB and busit\ess can handle complaints.^ ^ 

More to Come ^ < ; . \ * " ' 

■ . . I . . . ' " ' "• • 

these are m^rel/ the preliminary results. Analysis of the data is 
continuing. Mote Mil ^ be reported^ at a future date. ^ ^ , ' 

'I * 1 ' » 

V * ^ ' , * abstracted by 'Karen Hull 
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INFLAHON AND RECESSION: 

DOUBLE TROUBLll^i^OR THE AMERICAN CONSUMER 
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' While /the situation, in the econony is certainly, far frorir good, 
r^Chink .thAt it; is reasonably, as we* a3sess the American economy today 
and look toWaIrd the future, to- take nite* of certairi "things which are 
presently happening and which augur developments for the future,' And 
80 what i would iike to do with you ij.to Uri^fly give % own assessi^nt 
of the economy, pttrticularly in light of fisqal policy 4ctfons which 



were taken by the Congress, the tax b 



and then to address myielf t& the^mat :er of tKe outlook for the' economy, \ 



both in term^ of the matter of recess: 

j Today the Labor Department will 
for March, I would suspect that they 



11 which was signed by the President, 



on and the .matter of inflation, 

release its unemployment figures 
will show an American economy with. 



an Hnemployment cate of at least pep cent, up i|rbm 8,2 per cent, whic^ 
Kas the prevailing rate, for January and February,- When th£^t rate lield \^ 
in February, a "number of people seized onJLt, anij^sumed that we had now 
seen the worst of the; unem^loyment\£n the United/States, That is to say 
t^at it Tiad vpeaked in Febriji^ry and from, this po^Jb ^on, ohe might reasoftably 
expect improvements. I would Itlce to tnake twcx points: firat, tl^l&ft.was, 
an incorrect assumption, was incomrect because^-if they had taken' the 
time to analyze, these figurea carefully they would have noted that unem- . 
ployment did indeed rise iA February by* a*jt^alf million, but this jw'as^ 
precisely! matched by a decline in the labor force of half a mi^lidn, And^ 
since^the unemployment rate is the statistical relationship l)etWQen thode 
who are ui^^mployed as a percentage 6f the Civilian labor force, it washed 
put. The fact is that the unemployment rate does lag behind evet:y other, 
indicator in the ^economy insofar as an Improvement- in a cyclical recovery 
period. And therefore, one should be realistic and candid about this. 

Secretary of the Treasury Simon is probably coirrect, but perhaps may 
be undetstating wljen he says that the uriemploymerit rate wfll reach nin^ 
per cedt, It's quite lik^ly^ that it yill reach higher than nine per <?ent 
before it eventually staprts \o come ' down, . And^I would suggest tl^at' by ' 
year's' ^nd it still\may ie painfully close to nine per c^nu This, howeyer. 



'i6 below the' ten per cent figure that Ge^.rge Meany has suggested aS 
going to. characterize the labor markets iri\the United States. We will^ 
not, I quite confident, reach ten per ceixt, but this is no^ to mini- 
mize the unemploytnent pnDblem ln>the,Unit^d^ States, It £s.a severe' j 
problem, it is of the gravest magnitude that we have^ con^ronfed during 
tae ttritire postwar period; indeed, since the depression of the 1930^s, 
I don't minimise -this . ' ' ' a' 



So 



I ^But, in looking at the economy some things are quite clear, an8 that 
is, as with ^eyery pther cyclical period from which this economy has moved, 
we are now clenrly seeing those events in traio, which suggest that it is 
reasonable" £or , us to anticipate a bottoming out of this economy s^ifae time 
daring, the summer months*. For example, looking at .what has b(^en happening 
to production in tlie'Uniteci ,States, we note that for at Least^ the last 
"five months industrial production has declined. And wher^ the most re| 
cent Bata is released, it will\robajbly show fur ther declines .! At the, 
same time sales have not really, a^en very st^Tong. '^With the^ exjception of 
the rebate program in automobiles^, ^onsumer durable sales ,afe .really, « , 
way off* But related to what is ihaRRening to production hnd the sales, 
one must look back to see what was.hjap^ening earlier in the economy. What^ 
was li^p(|fiing then was a tremendous increase in the level of inventories 
in the hands of manufacturers and btj'sinessmen. 'These did, in fact, stem 
from that time of shortages and dramaCic price increases' when businessmen, 
felt as though they could not get the merchandise they needed, whether ft 
be finished goods or intermediate gboS^^. And so we saw double a^d, triple 
.ordering fjcom various soifrces in order tb^ build up the s^'tacks of mer- ^ 
chandise in ^nticipStipn of st^ill higher rates and price inflation. 

But &s*^'the ^eakn?ss in the economy manifested -itself very Clearly 'in 
19H, we not only had a* voluntaVy accumulation deliberate accumulation 
of stacks by businesses, but increasingly there was an involuntary eie^' . 
ment^that entered into it. Even wheh businessmen tri^d to cut bac4c, sales 
had weakened so dramatically ^ that they were l6ft with rising levels of 
inveutpries* And before t^is economy can ever pull out of any recession,- 
particularly a recession or this magnitude, one whtch I wouljd subidit is 
now in its .15th or 16th month, those inventQri!es have to be worked off. 
"^And before lie tegioSfc^esumptiQn of production, you have to establish a ' 
more meaningfui relationship between ypur unsold -merchandise arid the rate 
ab which -ydu are s-ell'ing that merchandise. And so it is that we now' 
are-clearly seeing a very dramatic adjustment being made in inventories 
in the American Economy. • , ' ' 

^- . * • . ' 

' It is for* that reason that when the first quarter ^ross National s ' ^ 
Product fifure^ are released, sometfiine^ later this moath, they will probably 
show'a declinejin^real economic activity, at least aS- large itt magnitude' 
as .that exi erienced in the fourth 'quarter -of* 197^, ^nd thaf, yoimkight re- 
call, was ]?i 'excess of 'nine per cent^ Justfas additig ta^invfe^tories 
increases economic activity and Gross .Natiokal Product figures, when 
businessmen stop ordering and.star-^ liv?.ng bff the shelf, ^ that serves to 
depress activity, ^nd in the Grossj National' jP^odupt accounts, it is, recorded 
as a.tninus. This^wiil pull econot^c activl^:y^levels- dowh. But as we^ 



^gin to see a beker relationship established, as consumers be^in to \ ' 

respond to the stimulus of tax relief recentJry enacted* by Congress.; 

as the rate of inflation diminishes and cheir real purchasing power 

begins CO move, .up perceptibly, we^can expect to- see some encouragement 

in terms of renqwjed consumer spendi^ig* These are tlie kinds of tilings 

which* suggest tb^me that while for th^ second quarter we may still 

witness declined real activity levels and rising unemployment, nonetheless, ' 

i^ would still be d considerably reduced rate from that in the first 

quarter, I'm reasonably confident that by^the^htrd quarter of this 

year th« economy will clearly have bottomed out, and by the fourth quarter ^ 

we certainly will be seeing real'^rowth. 

„I find myself in a rather strange position, , being in agreement with 
^he administration in terms of the shape of economic eve'pts as they see ^ 
Xt. I will,- however, part company in ffugges4:ing that more than a year 
ago L felt we were in a recession, and it took the President of the United 
States apd the Administration a long time to Vatch up with what the 
American people had known for a long time. But it is refreshing to see , 
that events are ^eing perceived more readily, and I think this augury well 
for the future. . 

' Now given the fact .that the economy is showing signs of at least 
improvement in strength, what does this imply for inflation? V^ll, we 
Ifave, in the Us^t five .months iseen the Wholesale Price InBex decline, 
moved largely by declining product' prices in the farm sector, to a much 
lesaar. extent a slower rise in the price of industrial Qomraddities, We 
have not yet seen any 'declines in prices at retail,. at least as measured 
by "the Co^isumer Price Index. What we have seen, however, is a reduction 
in the rate of inflation. If one wants to be a realist, that is what ^ 
we should anticipate in 1975; that is, rather tha^n absolute price ^ 
reduction in the agggregate, a reduction in, the rate of price increase. 
And I point out to you chat the roughly twelve per cent rape of inflation 
)which showed up in the Consumer Price Index last year is now estimated^ 
by most economis^t^ to be roughly ia the seven per cent area* for 1975, which 
is still an awfully lot of inf).atton a ^ot more than consumers lived 
with during the 1960's.' / ' r ^ * 

So the problem of inf lat^^ is 6ne which is still wi^ us. The fact 
that so many, are prone to" seiae^ on the problenpcpt r^ecessi^. which • * 

indeed a probl^ln, to the .exclush^n ^of concern ov^r inf lation, is something 
which troubles me greatly, because I don't view today's recession and 
today's inflation as being .independent phenomenon.' .Rather, the acceler- 
^ed rate of Inflation which cut deeply into discretionary real pur9hasing 
powet on the part of consumers the accelerated inflation which eroded the 
real purchasing power of businessmen's capital outj^y funds, in a v^ry 
real sense, contributed to th^ declinS^ in real economic activitjy; because, 
the araunition the purchasing power was not ^the're to sustain those 

intil sucjh time as we can reasonably anti- 
b\y Stable prices, the prospect for 5us- 
gh ^mployiiient levels and withput concern 
is largely precluded. x\nd so it ip that 



levels of economic activity. 



cipate stable f 
tained economic 
over recession. 
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witR this kind of ,an analysis bf the^ economy you cari\ddress yourself 
to the ntatter 'of fiscal po^licyj and tax relief whichv wags recently afforded 
by the Congress of the United ^tates. * * / ' • 



It's int^i^esting to trace 
many months ag^o^the President c 
States .Congress because iCongres 
increase, which along with WIN 
enemy* number one — inflation. 



the history of tKat tax relief X Not too 
f the United States was chiding* United 
s had faiied'to do what? To p,ass k tax 
buttons was supposed to eradicate public 
Well, Congress, alid I*m not 'sure i^Vts 



ij;itinite wisdom, did nod pass that tax increase, and that is probabl) 
pne^of the. best things , Congress had done, while doing\^nothing in recept J 
months. Ecoriomic. events were vfery rapi^ and the notion of the tax increase^ 
seemed rather st^^nge to anybodV with knowledge of economic affairs. So 
it was no surprise when early this year in, his State of the Union Message, 
President For4 suggested that what this country now neede^d most of all was 
a tax red^iction a. tax reduction, my recollection was, of roughly $16 
billion 1/n magnitude. It was in the form of a rebate against 1974 tax 
liabilities. 

Th^s yds taken by^^the House Ways and Means Committee and they 
•transformed it into/i'ta^. package of roughly V^l billion, which was then^ 
taken by the Unit^o S.tates Senate and transformed int;o a tax 'package of, 
roughly $31 biljTion, which bounced back in conf erencfi*^committee, and 
vrtiich ultimafcs^y emerged ,as a tax package of roughly $22 billion. Well, 
included in that were a w^ole series ofs^goodies. If you happen to be 
forXunate enough 

who^her fortunate is the appropriate term) to be' a social secup^rfy reci 
pient, Mike Mansfield said, "$100 for you.** But Congress f«rld, ''No, ^at*s 
too railch. Let's make it $50." » 



Jf you happen to be-in the construction trade -.unions or a builder, 9. 
'Che Congress certainly had something for you, and that was a $2000^ , tax 
rebate to any American who would purchase a new house if that house was 
either constructed and unsold, or in the process of construc£ion as of 
March 27, 1975,\and if purchased a l)rincipal residence within the- next 
twfelve- months. Tvwas really waiting for somebody to come out with a# 
special rebate to Americans for purchasing groceries, since ^hat certainly 
would have helped a\ awful lot^f American consumers independent of 
hpjne purchased. 

But what I am saying to you is that included in that tax package was 
a whole variety of measures, spme of which were meaningful and some of 
whichv^ere not, some of which were addressed, to the problems of inflation 
and/or recession, some of which 'were not. What started out as a meaningful^- 
exercise in providing st)me" fiscal relief , ultimately deteriorated into ^ 
a demonstration of one particular interest group managing tp convince 
th^'Congress of the United States to offer it tax relief, even if this meant 
coming at the .expense of some othei: group. And .make np mistake about 
this. While I >ould submit that this economy needs help, and should have • ^• 
help, -t^e Congress of the United Spates and the United Stated Treasury can 
only'help- in terms of. tax relief, by borrowing funds to give the American 

' ^ ^ ' ^ ^ ^ 
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economy because they doNiot have , aay .surplus • funds , 
this packages, the larger th^ deficit. ' 



\ 



And so the larger 



For 1.975 it i'b now estimated "the \Treasury\borrov)lng requiyements ^ 
will run ^bout $80 billion. ^syt^matdS; ^f thei^r. X^sh needs have changed 

wee^cs, nrom under 5 bullion 
t)\e end of June. We aj^e already 



will run ^bout >oU biLiion. |:syt\inat6S; t 
dramatical l]^ Ju^X-witbin the l^st vse\ieral w 
now to^ciosje 'to 18 billion. doylars\^e|fqr\^ t 



be^giitning to see in money and c^pit 
of the Treasury's borrowing require 
serve, M am acutely concerned and 
kinds of borrowing requirements on' 
because one of the vital ^ ingredient 
interest, rate^ which is consistent 




vkets response to the enormity 
As someoi\e in the Federal Re- 
ve ,to the implications of these' 
ion's money and ^capital markets, 
recovery is ^ prevailing levefl of 
at recovery'^ and I think 



Chairman Burn^ of the Board has made hisj' concern made'^ known quite cleariy 




So while it ii^^ proper to help this ^conomy, Ve haye to recqgnize . 
two things: th^t too much help might; in many instances X>v. even more . 
harmful than too little help, and that there is a cost attached t6 the ' ^ 
help whdch is extended; Nothing,v\and I**mean nothing, that means any- 
thing to us, including tax relief,, is icostl^ss'* And if in the final 
analysis, it turns out thdt this relie^f was too much and thai €lfie implicar 
'tiijns of treasury jborroying requirements do strain the mpn^y and .credit 
markets* and generate ultimately excessive economic aotlTvit^^ next year, 
then tl^e r*ate of inflatiop ^s Tikely to respond'^and we're liable to be 
asking ourselves the end of 1976, "What^did that ,tax re-lief cost us 
in tenhs of inflation?" Because to be quite' realistic, it would\be a 
very cruel hoax ^^to perpetrate on the American people , to hand them a 
tax rebate check or $1\00 gnd have inflation in eighteen months take back 
$161. So itH*s going to be r'dth^i* ilfferestlng to watch what the Congress 
does in the months | ^head-, to-^ee \^iiether or not the level of federal 
'spending moves dramatically above] whfere it is now projected, given this 
♦particular program. 

Under the circumstances I've described, and with the concerns th^t 
I have indicated to you, nonetheless ,« it does now seem reasonable to , 
anticipate that the American economy will in 1976 be growing.. -And I 
would suspect that despite the prevalence of high utiempl^oyment rates, 
one of our ipajor concerns next year is going to be to keep that growth , 
rate in che^, lest it does rekindle inflation, which I suggested to 
you will be in^sthe process of unwinding in 1975. But before \ conclude 
my remarks, I think it's appropriate to pose a question whi^ch Cpngress 



us fai 



and that is: 



Iressed and which too many of us don't really ask, 
one have inflation and recession simultaneously?. 



Everything I ever learned ds'an economist suggested that .4.^f lat,^.on 
was a result of exce.i^s depiand^- more mon^y dfipianSs being made* than there 
was a^c^'pacity to provide real goo4s and services; The definition of 
recession is:_ lashortage o£ demand, an excess ofsupply. Yet, we find, 
these thingS--co«existin^. . The reaso.n^ I Chink, th6y co-exist relates to 
struqtural problems wjithin the American economy itself. And these prob- 
lems have not, .thus fa^r^ been addressQ^d by_fiscal policy.- The$e are the 
problems which, I think, relate t;p growing levels ^of. economic concentra- 
tipn in the busine^ss segment of th^American economy. 



\ 




SimUai^y 
himself in Bal 



Larger and larger firms are coming to dominate particular i'ndusti;ies' 
the! ability, in effect, to* adibinister ^Cheio prices or to resist p^icc"* 
at a- time when demand declines.' It Look almost catast;rophic x 
n the automobile ipdustty, for e^i^^mple,^ to onave them to do what/ 
keeper would have do.ne immediately: .when his sales began to 
^o lower their prices. AncT even when they lowered Uhem, they would- 
not dignify it by saying it was a price reduction;' it was termed a re- * 
bate program* | • ^ , . 

' ' , • --^ /' , , ' ' 

I on the labor market si/ie, we have >.George Meaney, sunning 
-HarbcJjfur, Florida, concerning himself with tKe plight of • 
the American worker, everi as his construction unioq workers have an' un- 
employment rate of anywhere from 15 to 20 per cent/ and are projbably the 
most highly paMed workers of any skill ..in^the 'United States. A^s if ;^ 
their wage rateb are unrealated to the level of unemployment^ which they 
presei;itly enjoyl As if the'ir wage rates are\ not a crucial 'factor in 
what has been happenings to the Tiousing markets in the United States in 
terms of the ptilce of housing, and the phenomenSn jo£ having people priced 
,outf o'f the housihg market that five or ten ^ears algo they could J.ook 
•forward to. » ' • 

These are the kinds of structural problems which have not yet been 
. addressed. If they are not addressed, if jthe matter of growing economic 
. power on the business side and on the labor side is not addre'ssed^ whether 
by anti- trust or by re^gulatory procedures, or by an absence of regula- 
tory procedures, which often themselves impede competition, then I would 
submit to you \that no matter how fortunate we are in bailing ourselves 
out of our present predicament, it will not be too long before, in the 
future, we are likely again to be confronted, wich this same set of problems. 

The pure and simple truth is that when an economy such as ours is 
confronted with higjn rates of inflation, the Imperfect stru'cture ^means « 
that we have to squeeze t.t^ that 'much harder to get prices and costs to 
respond. And when that squeezing is done, again given the structure of 
that economy^^ those who are le^st able to folerate that pressure are the 
„ first ones to feel it thos*e who are unorganized, for whom something 
, called free enterprise is something that they live with, and^tlistinctly 
different from tKe kind of free enterprise notions that exist in Lockheed 
and the Penn Centi^^l. ^ 

We must and should hope for intelligent and prudent monetary 
tpolicy by the Federal Reserve System because, these are important deter- 
^iriar\ts of what happens^ in the American ^conOTi^y. But at tJie .s^nie time 
^We ^hould^a^so l-frsist ♦upd'n ititelligenC^^ prudent , and aggr.essive policy 
on the part of the United States Department of Jqstice Anti-Jrust divi- 
sion in ^erms of turning this economy around an<f making it look more like 
the compeHtive model that economic textbooks describe in talking about 
pur enterpri3e system.^ • • ; , 

Fl^tally, I think we are tg^oing^^-^ejiave to recognize, and the energy 
*Jrisis gave" us a reason to think about this, that things are scarce in 
this world, and perhaps in this sense the theme of, this meeting is quite ' . 
appropriate. Everything we wai^t is limited 4* If you want something, you've 

' . ' 12.7- ' ; 



got to give up something to get it ^nd^. t]?at*s the cost. We we'j^e nurtured 
on a view khat growth in the United States and throughout the. industri- 
alized world was literally boundless, and that we could always look for- 
ward next year to* more in the way of things. th/n We had last year, We 
didn*t have to think about the costs. We are pow finding that that's \ 
sheer nonsense, and tn a very ^real sense, "there ain*t no free lunch/* 
The things we want do have costs and there avl limits on the c4>acity of 
an economy to satisfy our aspfrations^ Not oply do we see real economic 
limits, but we see the limitjfe clearly being 
we have done to the quality 'of our lives, in 
ment and the like. 



nifested in terms of what 
erms of deteriorating enviran- 



So'I think that despite the £act that we are living tlvrbugh a neripd 

of very substantial travail, that sometMng/gopd^ul^ima^ ^jiXjl^^me 
/of t:his; An appreci^ion for th^^^ct ^^^dt Jbdr ^aspirij^t^^ns >re^suVject to 
'the same' kinds ^f^p6nstTaint^^1 

exist^; An appp^ci^ija^^f oy^e ' 

it does deal with limitatio^)^^' J 

appreciation that even i^ ou'i 

matter of recession, we had tetter berc^ncerning ou^elves ahquiy^n£)^^tip'ifl^ 
too. Because if we don* t "concern ourselves about it, we are not g^ng ^ 
to be solving a problem, but papering over a problem, 'if we've learned 
this irmth, thBn it may well be that a ve^y qostly episode in our economic 
history p^n bring with it some very tangible and visible economic bene- 
fits for the longer run. 
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^et me first ilip Jirififly-into tftp history ofl th« Federal Reserve 
System's reJL^ionship to the economicVconCerns of \ the ordinary citizer. 
the individual consumer. Then I will aescribe^tKa work of the new Office 
of Saver and Consumer Affairs at the F^jderal Resenve Board, which fomializes 
the System's interest in the consumer in, the light\of new duties given to 
Board by recent ^consumerroriented legislation. \. Finally, I would like 
briefly at <7hat; seems probable J\n the near future. 




SOME BAqKGROUND' ^ ' ' . . , ^ 

Economic stabilijiy. Ucinkln^ ^soundness . It is a truism that the mdin 
functions of the Federal Reserve have related to (1) monetary policy, and 
{2) bank supervision. To most people, both of these have seemed far re- 
moved from the every-day life of the average saver of consumer. The fact 
is; however, that the Federal Reserve's activities, even its most basic 
.and seemingly remote functions, always' since Che inception of tlie System 
in 1913, have been closely related to the economic interests of ordinary 
people,. B4nker5, whoae Lending* and dther seryices — 'such 5s Sdposit 
receivings, , check paying, in^terest .paying and many other activities are 
affected by the Federal Reserve Act and Fede^al^eserve regulations , are 
well aware that the Federal Reserve is and always has**^been .closle^y asso-^ 
ciated with t^e interests of %\\e^ individual consumer-. 



*iy 3' 



. this has been heightened in^a tiroad way as many fianks have entered i 
bank holding companies and* have ^ embarked upon nonbanking service actlvi- ^ 
ties bringing them into further contact with a wide range oi consumer 
interests. On ifs part, the federal Reserve has indicated ^ts concern with 
the evident^ interests of consumers ,in this Inroadening of banking' s .activi- 
ties by placing great emphasis orl the public benefit "test> stated in the 



- « 
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Bank ^lolding Company Act (12 U.S.C. 1843 Id /8/),^tf whether a proposed 
bank holding company expansion should ax should not be permitted., 




ThuSj^Jrfi a^realisttc sense, both monetary-^licy and bank supervi^on* 
itj^mately related^^^o^the' affairs of savers and consumers. When the 

Reserve hetps raalnt^r^ economic stability, it is helping to (liain- 
i|^&€^iirity of in^ii^idu^l^ job, a^,.,.welb' as the" value of his 

_^r/h^r paychecX>:|!i^ Slmtr^r l^^when the,^ptem helps ' ^ 

"y^D pa intailn, jinking.. is helfding 'tb ;i^aijitain-^he-^ Jth^ 

' d^posijior'W savings we IL-as t1ig"^cu;4.nued^vailabi^ con^ 
tumer' credit. ^ \ ' ' — ^-^ ^ — 



1. , i 
The fact that Federal Reserve monetary and supervisory activities 

ser^ve the^ individual largely in an ind'ifect fashion does not dliriirrlsh xhe 

significance to the individual of Federal Reserve actions, and it makes 

Federal Reserve awareness of that signif icance^^t> the more important. 

deIibe;ratiDns on monetary and supervisory policies, the Feder-al Reserve 

must constantly be alert to the fact that the ultimate objective of its 

policies is to serve the best interests of the individual as j'obholder, 

consumer and saver. ' # 



In_ 



Securities Credit Re^^ 



Lon. -■ 



In 1934 the System was given the 



responsibility for setting margin requirements on credit to purchase or 
.carry securities. The principal purpose of this^^gi^lation Was to restrain 
the potentially 'destabilizing use of credit in the securities markets. 

It has been found that excessive use of credit to purchase securities 
tended to drive up securities pricey to unrealistic heights; then when the* 
speculative fever subsided^ as it inevitably must, the process was, ia 
effect, reversed the decline in securities prices snowballed and was 
.made more severe as securities carried on thin marj^ins declined in market 
values and. had to be'sold to meet margin calls, ' • ^ 

While the securities credit regulations prov^ided indirect protection 
for the saver and investor by helping to ^void destabilization of securities 
piarkets to which he h^d entries ted his funds,, the regulations also provided 
/a more direct protection for him. T^[e~^ieglslative his.tory of this statu- 
^ tSl!^ provision tecKi^icalVy section 7 of .the SecUrl^ti^s 'Exchange Act "of 
1934 <^(15 UJ^S.C:, sec. 7^g) shows that Corfgress was also- cone or'tieii with 
an important ancillary efffect of thB regulation; By Limiting the extent 
, to which an individual could be induced to buy securities on* thin ma'^rgin, 

the legislation reduced the, chances o;^ his being overcopnitted apd also 
• of his being sold out if the market declines, \^ 

Note that y*^is 1934 legislation asfe-igned to the Federal 'Reserve the^ 
of writirug credit regulation^ and^set the pattern o,f covering, all • 
creditors who/extend the specified type^of credit. Congress^ di^ npt.' limt 
coverage to WaAkS or even to securities brokefs afid dealers, ^ut" made Jit ^ 
usiversal. i^e-9-t«tue and regulations do^ hpwevep, recDgni^e thi^ ^id.e^^ / ^ 
diverse practices, gjrocedures and functions of different kinds o£ creditWs. 
AccordinglyX^the requirements^ are carefully tailored jso that they will fit 
.the different situations as eqiiitably as .practicable while 'produjfcing : 
approximately equivalent results. , ^ . . - 
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Hencef, the Board *'s Regulatiori" T (12 CFR 220) applies to brokers and 
dealers* Regulation M (12 CFR 221) Applies ^t;o ^banks. And Regulation G 
(12 CFR 207) applies to all others who ex^tend securities credit. Regu- 
lation X (12 CFR 2'24), forbids Jborrowings that would Conflict wi'th^or under- 
mine the lending rules in the other regulations . Each regulation has the 
same objective, ^ut each attempts to reach th'at objective In the manner 
best suited to the particular circumstances in which it applies.^ '-^ 

Truth in l^ending . In 1968, . (Jongiress passed the Truth in ^J^ending 
Act (15 U.SvQ. sec. 1:601). ) This legislation attempts to give the customer 
the factd about ^Ke^cost and. other pertinent aspects of credit he may be 
using. /^^Is, is intended^ td^^.5Mermit him to shop for credit in somewhat the 
way he can 'shop by cost coi^parlsoa for other things. In addition, if a 
credit creates any lien oh^his home, the Act gives him the -protection bf 
allowing him to cancel the i transaction anytime w^ithin three business days. 

The Truth iti Lending legislation followed the pattern of the 1934 
l^ccurities credit law by providing universal coverage and directing the 
Federal- Reserve Board to write imple'menting regulations. The Act ^applies 
not qnly to all banks, but also to all others who extend consumer credit, 
including savings ^d loan' associations, credit" utiions, finance co'tnpanies 
and retailers. 

The Federal Reserve Board issued a single regulation Regulation Z 
(12 CFR 22^) --to implement the^ Truth in Lending Act, but that regulati'on 
CQ|itains vjarie'd provisions designed to provide reasonable adjustments^ s.o 
f ar x^s practicable, for the diverse situations to wbich it applies. Basically, 
this regulation alms at making surS the consiftner gets in practice what the 
law .proMses clear, conspicuous and compJlete information as to the costs 
*of the credit he is accepting. . . ' , ' 



{ Mechani^ Odtlihed '^ - * ^ • 

The Truth m Lending Act also spfelled out the mechanism by^wh^ich regu- . 
latiqns written bV a single agency, but^ap^lying universally, would' be. 
enforced ^mong widely divergent* industries. It specified that the statute 
and regulations' woulM be. enforced as to each Federally supervised institu- ^ 
tion by its existing Wimary federal supervisor. For example, national 
banks by the Comptroller of the Currency, State' member banks of the Federal 
Reserve System by the F^eral Reserve, insured nonmember banks by the 
Federal Deposit Insurance XJ.orporation, insured savings and loan associations 
by the Federal Home Loan Ba«^ Board, etc. As to all other creditors for 
escample, finance companies, retailers, etc. the Federal Trade Commission 
is ,the enforcing agency. \ , , 

This rounSfSy^-^utithe patter^fi of (1> universal coverage, (2) Federal 
Reserve writing of regulations, and (3) enforcement through existing 
agencies, that has since been^f ollawed by pther legislation designed to 
help thevCon3umer In the field ^of-xnedit. ^ • . . 
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^ .1^ lr970, Congi:ess ' foLlowed that 'pattern when it decided to coirt.ect 
abuses cotiaecced with credit cards. It added to the Ti ruth in Lending Act 

and thereby fitted into tliat pattern prohibitioijs against un^alicited 
^istvibu,tions ot/credit. cards and limitations on. liabUiry for ijrtauthorized 
use of credit catds (15 uls.C. 1642). J ^ 

Board Orgalnization for Saver and Consumer Affairs ^ , , 

How has^ tl>e response^ to, these various res/po'tisibilities. related to 
saver apd consumer affairs be^p organized at tbe FederSl'Rea^;rve Bo4rd? 

Wijth respect to the general- ^responsi'bilities that relate to monetary 
and supervisorjy activities, consideration of saver and consurfier" aspects is 
woven into th^ general formulation and administration of poljlcv. Among the 
gr^Qfe mass of economic information that it Constantly sti*ii^^, ' the Board 
gives especially qlose. attention in its delitef^ations and^ts^ factions to 
information on employment and^uriempl(\yment and to the mdVement of various 
prices, espec LaLLy t:oaSumer prices — ^ in other words, th the Individual's 
job^^and the p rices^ ^or she must pay. . / 

With the. passage of the Truth in , Lending Aci><n 1968, the Board placed 
administration of both that Act' and of the. securities credit -provisions of 
the Securities Exchange Act of 1934 in ^he' Division of Supervision and 
I^eg^la^ion,. which had responsibility fdr administration of bank supervisidn 
incltidiag^thjB Bank Holding Company Act, and of which I was director. .This 
'assignment irtay-ttcct have been unrelated to the fact that I had^pr^vioysly 
worked on securities credit regulatioA, when I was Assistant General Counsel 
in the. Board's LegaJ Division. — '~ . * 

As of August 5, 1*974, the Board transferred administration of Truth in 
Lending and Securities Credit Eegulation to a* new division -r the Office of 
Saver and'Consuuiet Affairs, of 'which T^^s made Director. ^ Janet Hart, who 
Ijad 'Worked on these subjects as AssistantTW^tor in the Divisipi^ of , 
Supervision and Regulation, became Deputy Direb<^ of 'the new division. A 
Member of the ftpard^, Jeffrey M. Bucher, was given>s|^ial responsibilities 
^ITTtli TB^pect toother new division, although all policySieCisions will, of 



course^ be made by the Board itsejf. 

The new, Off ice of !saVer and Consumer Affairs will do mbriB than merely 
continue administration oi Truth in'Lending and Securities Cred-i^ Regula-^i 
tioa. It Was created also in anticipation of certain pending consumer 
affairs legislation which 1 will discusA i^a moment. In addition, it will 
•have specific responsibility* for helpihgUo assure the Board that the 
interests of savers and consumers are giyen adequate and s^cific attention 

considerations leadj.ng to all Board deci^iong. The ^c^ry.iQ^out of ;^ 
these responsibilities will be aided by the fact that I am also Assistant 
to the Board with continuing interest^in supervisory matters. 

^ Thus, the Board's historic relationship to consume^ affairs has now 

been both tightened and formalized in the light of the increasingly ^peci;- 
fic consumer-savex responsibilities that; the Congress hds ^e.en plaping 
upon the Board.. " \ 

^ ^ / 132. ' . : • ^ ^ 
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Some Developments and PrOSpecrts 

6a October 28, 1974, tlie President signed into law E. R.' 11^21^, which 
>^camfe Public Law 93*-495. Besides several af-ovisions not relevant to the 
preset dis^fKTssion^and several aniendmentS co the Truth in Lend;ing Act, 
the new Iraw contaj^ two new^c<|n'sumer protection acts that follow , the 
Truth ia Lending pattern. • , | ' 

Fair Credit Billing , One of .these Aew acts is called the "Fair 
Credit B-illfng Act." It in tjie fomj of a new chapter added to the "Truth 
in Landing Act. It mightlbe described the legislative response tp^e 
frustraji^lon that has swept over counties^ consumers who have- found ^hein- 
seives^ arguing hopelessly with an unresponsive computer about erjcdrs the 
.computer;,had made in their ;bill5. The legislatibn establishes procedures 
*f or :the correction of billing errors in open-end credit accounts, ai;id. for- 
bids ^ creditor to restrict or clo^e out a customer's account or take 
action against the customer's credit rating i.n -regard to any account as to 
which such procedures are In process., - ^ ' * , ^ 

. . V » O * O • 

, Subject %o certain conditions, the new legislation also permits the 
holderof a credit card to utilize against the issuer of the card an^ 
defenses aris'ing out of a trans'action in which the credit card is. used, ^ 
For example, if a card hollder uses his credit card^ to buy merchandise that 
turns out to be^ defecti<^e, the card holder can,' by meeting sp^ecified con- 
ditions, use any. defense against the card issuer that he could use aginst 
the seller of the merchandise. ' ^ i , 

The new Act contains a one-year deferred effective d^ta, and during 
that time, the Board will be preparing implementing regulaj^pns. 

Equal Credit Opportunity Act . -- The second new consumer protection act 
contained' in. Public Law 93-495 is the "Equal Credit Opportunity Act." This 
forbids discrimination in*crfedit on the basis of sex ot marital status. It 
might be described ^s .the legislative response -txi^the frustration experi- 
enced by many credity/orthy women who bav^e been denied cffedit or Credit, ^ 
standtitg, for no other reasbn than their sex or marital status. It is also a 
Congressional recognition o£ the great opportunity that stands before 
creditors 'who' will attempt to meet the legitimate credit needs 9f ,the 
millions of creditwarthy wcrtnen. x \ 
\ : - \ * . - 

The Act is not limited to consumer credit^ but applies to all credit, 
including business credit-. ' 

The legislation follows the ^ruth. in Lending p'attern and directs tKe 
Federal Reserve Board to issue implementing regulations*. The Act provides 
.a one-year deferred effective date, a span which our experience with Truth 
in Lending indicates to be fully needed for preparing the necessary regula- 
tior\s . ' 

♦ Unfair or Deceptive.Acts" or Practices . — On January 4, 1975, the Presi- 
dent signed into law Public. Law 93-637, the federal Trade Commission Improve 
ment' Act> which c<j)nsiderably further enlarged the responsibilities of the 
Federal Reserve iyi the area of saver and consumer 'affairs . 
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Besides a number' of provisions not relevant Jto our present discussion^ 
the le^isl/tion dtid' several things: 



I. 



2, 



\ 



\ 



pat 
of., 
the 



For the first time Thanks were tnady^pecifically .subject to the 
prohiT^ition in Che Federal. Trade/C^^mmissioa Act against "unfair 
or deceptive acts \?r practice'a^ 

*The Federal Reserve Boar^x^s dirette^ to prescribe rules to 
carry cijit that prohibition as to bank's. /; 

Within ^^ixty days after Che effective datjfe of any regulations 
' issued Jby the Federal Trade Commission pi^oscribing, acCs or 
.praecipes a^ being unfair or decepcive,, the Federal Reserve 
-Board will have to is^pue similar tegulaCions proscribing similar 
- acci or pracCice^ byllbanksr. The Board tpu Id omic issuance of 
; such- regulations onL^ if it made a publiJshed finding that such 
" '\^ts or pfa^ices ^y banks would not be 'unfair or deceptive or 
thkt. sucli regulations wot^d seriously ctinflict with essential 
moneta)rj^and payments systems policies of the Board.^ 

• 4. Existilng Vederal^'kgencies supervising banks ai^be utilized to 
. enfbr^e regulationsS^ued' by the Board. Bach such ag^ency is 
directed to establish as^lvision ^9f consumer affairs "which 
shall recQive and take apljxopriate action upon complaints with 
respect "Co" unfair dr deceptive acts or practices by institu- 
tion^ subject tb its jurisdiction.. Ihe Board, as I h^e noted,/ 
.has Already established .the Of f ice of Saver and Consumer Affairsr. ' . 

^ -4 ' ' ' , ' 

You will (not6' that this legislation follows the Truth in Lending 

tern partl^, but not completely.^^^^mairv difference "is 'that the Wrfting 

regulations i^ divided between tlieFederal Reserve Board (as to banks) and 

Federal Trade< Commission (as to all. others). ' 



Now, to loWk ahead a little. The phrase "unfair .of deceptive acts or 
practices" is, to say the ;east , 'j>road and ^exibje. Its meaning will 
necessarily vary with different circumstances ..^(For an extensive analysis 
of the'phrase as -it appears in the "federal TradeTBonnniss'ion Act, se*e the 
socalled "octane ratings case" (NaOiot^al Petroleum Re<in6rs Association 
et al V.' ^Federal Trg^de Commission et al, 482 F. 2d 6727N^73). "'Some clues 

Js to some things the phrase, might' include may be gleaned^^^m' the report 
ssued by the National. Commission on Consumer Finance,* the teH\porary study 
commission created by the legislation that included the Truth Ih^^Lending 
Act. % ^ ' - / ^ 

That ^report in Chapter 3 discyssed and to some extent criticiz^^ 
/ a. number of controversial. acts or practices in 'the consumer credit fields 
inctudi>kg such things as confessions of* judgment, deficiency judgments, ^ 
cross coil^teralization, coersive reaffirmations following bankruptcy arfd 
many other^>\Any such listing, even as extensive as that in the report,^ 
obviously tan Bov^nly a -sample of the many and diverse acts or practices 
that may l^av.e thej>^ential of being held to be subject £o the phrase. 
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1 should add ^ that this yirief lis'ting of legislation that has been • 
rnacti^ should by no means -be taken as a compllete catalog of cpasumc^ P^^o; 

ection measures that have been proposed in one f br^ or another. There . 
are many others at various stages of consideration in the Congress, and 
ktill moro will probably cbme forward. 

This •should not be surprising. Experts point out^ that ouf economy hafe 
long since left the agricultural .stage, and almost thilrty yearS a^o moved 
from the industrial to the service stage. About 70 per cent of the nation's- 
totdl labor forc^ is ;iow engaged in prdviding .setvices. Ttiat leave? onl^ 
25 per cenx engaged In raa^ufapturing and 4 per cent in agriculture*-. Even 
putting to one side the 21 per cent who are employed in providing- go^^rifi- 
ment services at the Federal, State, or local level, you will, sfee that 
about 50 per cent of the total labor force works in other s,ervice industries • 



In th is setting, it is only natural that the consumer should 



be-jfi 



_ ing. 
And with extra capital J.es|>erately needed throughout the economy, alT of 
us would probably be better o£F^if the-^^yer could alpo be accorded an 
increased degree of royal"status« . Many of th¥fmeasur-es ,to protect savers 
and consumers are, after all, merely restatements of sound and equitable 
business practices — opportunities to sprve customers that have not pre- 
viously been adequately served. That is the path of future progress for 
our service economy. ' . ^ * 
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•T-RANSPORTATION POLICIES 

, •' ' ' 

NEW STRENGTHS FOR THE /EXISTING STRUCTURE 

i ' 

Benjamin 0. Davis, Jr. 
Assistant /secretary, 'of Transportation, 
' Environment J Safety and Consumer Affairs 

' ' ■ . 7 

Just a few shott year^ ago, it was possible to' note with Interest the * ! 
news that Detroit wi^ turning out 10 million automobiles a year. American I 
productivity, after all, was the wonder of the world. We could' read, without 
lancing, that the Uri^ited States, making up six per cent of the global popu- i 
lation, consumers 30 per cent of its energy resources. Even £f w€^ were the 
most profligate people on earth, it seemed, there was plenty more energy, whete 
that caMT from. The dollar was sound anjd the Job market good. The road to f 
siAt^b^ was jampacked Vith cars while the^ airlines sent up half-aapty planes. 
Th6 ti&tion's transportation system,' sjendifig about^$200 billion a yeit, d 
fifth of the Gross National Product, was the move^le feast of American pros- 
perity. • , 

We are wfell aware * today that the party's oyer. The only words that we 
hear about the recession, inflation and ^ergy shortage are serioup and sober- 
ing. From all 'indications, the economic picture will' worsett before there is. • 
a measurably recovery. 

A learned man once said, •'ve mu§t think of our whale economics in terms ^ 
of a preventive pathology instead of a curative pathology." In larg^ part, . 
the preventive phase for the United^States has gone by and we are left with 
•the cur^ a? the only recourse. But adversity is the harsh teacher. We can 
take the past jooisitakes and wisely influence the future. - I believe that is 
our direction at /the Department of Transportation. 

^ The three prpblems of inflatiW recession, and energy powerfully affect 
the Departmait's li(iission. We are cMs^d with the safe and efficient move- 
ment of people ari^ goods in this count^v And the liard times of today serve 
to reinforce our belief that. the traa&port^on policy for the future must 
incorporate change. 

Less than a, dfecade ago, in 1966, the DOT was eHablished by the Cdngress. 
We have authority over the activit^fes of^lOS lidllion automobiles, 23 million 
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trucks and 4 ''^illio^, motorcycles, as well as 50 thousand city buses and 25 
thousand iutet^ity Lusek^ We are involved with the Operations of l,7 4nillion 
freight cars and 27,000 l^)coniotives, 140 thousand airplanes including a 
codmercial flee|: of, 2, 500 l^rge air carriers and, in addition, air of the 
thousands of veis^s moving ojq^ out rivers axid waterways, r - ' ^ 



Kow, I am n( 
responsibilities 
only part of th( 
10 years, the D( 
this whirlpool i 



trying to dazS^® ydUrWith figures qr impress you with our 
The amoimt of'maqhinery in motion In this country tells 
story, I do want to 'il^lustrate why, in the course of alm6st 
jartm^nt has not^ developed a. set formula for controlling 
technology, ' \ . 



It is not only that the tr.ansportation network is big. It is a question 
o.f ^complicated ^oals and- policies. . We .establish national goals of primary 
importance. We attempt to ^ree on policies to advance these goals. We then 
•develop and implement- prog^tos to carry out the policies, ^ 

The trouble isV policies have he6n established at different* times in 
response to different problems. The energy Mortage, for instance, brings 
0n'new goals and other elements must be adjusted tiO'them, Thi? leads to a „ 
• TtriLde variance l>etween the 'priorities of one timd and another, just as the ' 
/recession becomes more menacing than inflation. We have to. constantly shift . 
with the t'iflies and at the same time, tiry to plan for the futures Transpotta- 
tion i's of. itself an intermediate function, nq^ an end but a' means. It is 
a linjc between other economic and' social activities. It is, therefore, con- 
rttidously affected by the changes of economic and political forces. In 
planning for any transportation program, we now have to tihirJc of the infla- 
tionary inipact^and the effects on recession, just as we must write out an 
vicgnjnental impact, ' ^ 

4pother complication in forming national policy is the mixed public- 
private nature of pur fin^cial system and the division of governments,, In ' 
a nation that incorporates*^ Federal, St^^te and Local authorities^ in such 
number, it is most difficult to single out one group as being' totally, even 
mainly responsible, wTlfire noiL^apable of bringing all of these people who 
make transp<^rtation decisions under, one iimbreLLa and Wing -them write out a 
single^ "grand design," ^ \ 

• ' Last year, with all of the inter-related -problems, J believe that the 
Department of Transportation made a beginning- toward a set policy, Jt is 
something that we, can build on. As presented to the Congress, it is an out- 
line of the course that the Federal Government hopes to steer through the ejod 
of this Century," ' • • ' ' " 

Among other things^, we, proposed) to avoid a continuous Federal financial 
role and"i,nsLe4d eiicyOi'age-comiSl^titi^n in ^ free ^terprise economy. We 
asked for a new cooperation among thfe tdodes of transportation buses, trains 
planes with the joint i^se of terminals* We wpuld end the old separation ^ 
of transportation facilities,^ DOT called for an improved system of providing 
transportation for rural America^, to help those communities served only by 
' the motor vehicle, * ' ^ f " \ 
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We advocated that v^n Federal expenditures become necessary,/ that mone)f 
^should be recovered in fees, from tho§e who benefit. It is contrOTersial, j 
X know, but we think that the uset^s to inland waterways, for example, should 
pay for^ taking advantage of a government -developed complex. ' \| 

>k>st 4mpor|:antly of all, we advanced to the Congress that in'kll areas 
of ti^ansportatidn, / the main problem in the next decade is not the capacity 
to handle passenger^ and freight i^pvement. It. is better managem^t of exlst*- 
ing resources, ja Walt to the pell mell construction of the pas^ 3t) ye^rs. 
In. so many cases', /there is no need for expansion and^iSling systems will 
do If^ they ajre, improved* This Concept bears^uxaylly on the present 
struggle with ij'nflation as well as "^unemployment. Jobs can be created just 
as readily in iaaiptenance and improvement. This is no time to be building 
,iliore' and^spaidin^ more. ^ ^^ > 

Sufflciefncyj is the word that comes closest, to describing our situation. 
If we improvcj anjd use transportation facilities that we already have, we 
strike against ihf latiot^ary expenditures. | If Ue charge the user, we staunch 
the overflow, of Federal is^oney. Rather than a massive dose of new and expen- 
sive technology, we mainly require the me^surea application Off common sense. 

We havej taken this principle into ^the planning for ever^ transportation 
mode. As a jnation "heavily dependent on the motor vehicle, Alnericans are con- 
jned to^think in terms of unlimited highways. And sinae the end. of World 
War 117 the U.S. highway system has increased by 12 per cent to its present 
3.7 million idlles. The heart of this total is the 42,500 mile Interstate 
system, which is now nearing completion. The entirjf national complex of 
highways carries 7 per ceht of intercity passenger traffic and 23 per cent > 
of total ton miles of freight. ^ 
. i ' , 

With very few exceptions, the physical capacity of the total 'highway 
network is far beyond its "actual usage, there is congestion at peak hours 
on about 25 thopsand miles* of nnral arteries. Bqt the major jams occur otily 
at certain times of the year and mainly in the urban* areas. The conclusion, 
then, is obvious. ' ^ ' ' 

We believe that better traffic .management and Improvements to piiBlic 
transportation actions such as carpooling and exclusive bus lanes t- are 
more of a solutiqn than simply pouring concrete and /building more highways. 
The Federal Government will have to assist th'e States in the continuous up- 
grading and maintenance of the heavily traveled roads but this is. part of 
the price for making do with what we have. When President Ford released the 
$2 billion in Impo^inded highway funds In Fedruary, the Department of Trans - 
pbrtatipn was quick ^ annoimce that the money would be used mainly to update 
and renev existing rpad^^systems and not for new constructibn. There is also , 
a good chance that some o^ the funds yiX\ be channel^ into mass tr^slt and*^ 
railroads. As for highway vork, the'2 billion wijl not be at cross -purposes 
with the nation's energy copservatiort goals. Instead,"^ the money will serve 
to make the national road system more efficient and safer. ^^ ^ 
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Overall, the-^Diepartment of Transportation' is totally committed to reduc- 
ing autotRobile »use, Especially in the cities. Now, arguing the good and bad 
features of the automobile has ^become a national pas ttime* Most of us in 
this room -ovm ^car and it would take an act of celestial displea6)ire to ever 
pry us out of it. But we cannot gainsay its bad side* 100 million automo- 
biles contribute'i^eawly to ' air pollution in our cities, 39 per cent of it. 
The auto consumes 30 per cent of all liquid petroleum in this country an& we ' 
have had a\taste of how an Arab *oil embargo can jar our dependence,' 

^ Becausb there '^are s6 many automobiles, a good deal 6f gnr Departmental 
time 'and efilort is devoted to their safefe^k^d environmental improvements and 
to greater fuel efficiency. -But we want very badXy to get people out of the 
passenger car and onto public transportation. And the problems there are 
terrific. Our cities grew up over the past half century* in a haphazard 
fashion, with the rush to the suburbs and little thought or planning for 
future transportation needs. The result' is today's "sprawl" — large out- 
lying a^eas that are served efficiently only by the automobile. 

/% 

Money has not been the whole answer. Since 1970, the Urban Mass Transit^ 
A3BiTtlstr^lon*s grant program has given ovet $3 billion to over 150. cities 
to either buy buses or to build and improve rail systems. Legislation for 
mass transit passed the last session of Congress, with Administration backing, 
which will provide $11.8 billion over a six-year period. Th'e new flow of 
money will be? put \:o thje best possible use, of course, but it does not negate 
the necessity for better using djir existing resources. 

" V' • ' 

We have to encourage the urban areas to T)perate their transit and high- 
way systems more effectively. All of us tend to fall into patterns, and 
sometimes they are the wrong patterns. In many municipal regions of the 
country, lack of comprehensive management is a real drawback. Much of the 
urban mass transit activity is geared only to the peak -hour capacity. Dur- 
ing most of the day, the streets and the transit vehicles kre underutilized; 
less than 25 per cent of the ayailable transit seat^miles are actually in 
use. In so many cases, new equipment is jufit not needed. And in the big 
cities, as the result of high density and aOTompanying cong^tion, the cost 
of constructing, and operating transit facilities is very hign." If there is a * 
long,-tem solution, it lies with the urban planner. 

We will provide the Federal funds that are both dependable over time 
and flexible in use. But it is the non-Federal Government mechanisms J:hat 
have the authority to make and implement' all relevanjt urban plans, appropriate 
to the ^ize and structure of their areas. With intelligent direction, exist- 
ing systems can better serve the public while cutting e^ipenses. This means 
the development of quality bus lines, expanded J[itney and taxi service, and 
^fensible incentives to carpooling. Urban authorities have to institute changes 
in the present traffic patterns by stretching out and reducing rush-hour peaks, 
The smart city planners today know their area and its capacity. It is *their 
initiatives. which will untangle traffic and move people. 

The sick man of the whole transportation industry, of course, is the 
riilroad system. In recent years, the Federal Government and the Congress 
have been deeply involved in trying to save the railroads and in this area, 
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our efforts are largely curative. Too much damage had been before 
the government stepped in. • ' 

The rails have been drifting and going downhill 'for a quarter of a"* 
century but their troubles go hack much farther than that. Our basic regu- 
latory policy has changed very little since' 1887, when the Interstate Com- 
merce Conmission was formed. ' Railroads had a monc/t)oly ''back then, for 
paesepgers and freight. But in that long time span between the i9th dentuiy 
and today, the competitive position of the rails has given way to other modes 

pipelines, trucks, barges and air. When you garnish that situation , 
with corporate mismanagement in many caseg, the result is today's railroad 
^ss. - S 

rail companies earn net profits as a per cent of equity for 

than one per cent. Many of the companies cannot generate 

je needed improvements in tracks, roadbeds and 

facirhrt^. The industry's share of total intercity freight ton miles and 
the average revenue per ton mile are almost at the bottom. The railroads 
are also burdened by many miles of uneconomic lines, a financial drain that 
adds substantially fo operating costs. 

The pressing need is money and Congress has been reluctantly providing 
it. Two years ago, the shaky Northeast Railroad System, Vfhich serves the 
densely populated area^between Washington and Boston, received invaluable 
assistance. The Hou^and Senate recently passed amendments to the Regional 
Rail Reorganization Act allocating. $375 million^to the suffering rail lines. 
But with this legislation, the Department of Transporta)tion has also demanded 
reform in the antiquated regulatory *proc ess. ' j 

We have to strike out the outmoded restrictions that impede the whole 
surface transportation, complex. We must permit the" lines far more pricijjg . 
flexibility so they. can compete more effectively for traffic, especially whette 
they have a- cost advantage. It is^iecessary to reduce the excess capacity 
in main line track and to eliminate light density lines. In' so^doing, ,the 
railroad firms can then lower per unit oiierating costs and help to restore' 
their own finances without the need for a>continuous government handout. 
Passenger service has to be revitalized for the whole country. And with tHkt 
kind of railroad improvement, and regulatory reform,^ we can hold off any 
future wreckage like that, of the Penn Central*. Agai^ the idea is to improve 
and upgrade the resources we have right now to build a heal'thy and viable 
American rail system. ♦ 

I. > 

Over a year ago, beginning with. the Xrab oil embargo, ^ome o? the air- 
lines began sending up'distreS's signals. The boom years brought on by jet 
aircraft had obviously closed out and U.S. flag international carriers were 
in a serious financial plight. -Pan American, the pioneer in overseas flight, 
s^id it could not operate without mibsidies running into .the many millions 
sLnd Trans World also proclaimed itself in trouble. I 

One immediate cause of the carriers' financial difficulty, of course, 
was the steep and rapid rise in fuel prices since the oil embargo. Another 
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was the drop in .passenger traffic/ More serious and deep-seated were the 
problems of the overall international regulatory regime, the competitive 
structure, and the practices of some foreign airlines and their governments. 

Today, the situation is a little less dirVr Pan Am first asked for a 
Federal bail-out, which was not forthcoming, and then a possible merger 
with Trans World. Finally, after monthsr of negotiation, the Ford Adminis- 
tration approved a $300 million Iranian investment in Pan American'^d^the 
infusion of petrodollars* is cei:tain to alleviate thOc immediate financial 
problem, . ' ' ' ; 

Domestically, the air cairriers are in pretty gpod shape. The. incrlaased 
use of wide-bodied jets, planned improvement in air traffic control systems, 
!ax\^ certain scheduling and operational changes should meet- the projected 
i'- increase in capacity requirements for at least the next decade/ Cerjtain air- 
ports do experience much higher levels of use in relation to their capacity, 
the three New York Airports for example..'^ But we anticipate few, if any, 
major additions to the nation's airport capacity — ^, that is, new airports — 
during the 1980's* There is always local resistance^ to them and also tfaffic 
has to reach very hfgh levels before the carriers find it profitable to serve 
more than oxfe airport in a large metropolitan area.' Our major eff^ts, 
i physically, will be on increasing the capacity pf existing facilitfes, includ 
ing ground passenger handling, and more careful assessment of the roles of 
multiple ajLrports in the metropolitan regions. Legally, the government empha 
sis will be on regulatory "reform. • C ' 

Here again, as with the railroads, civil aviation suffers from a ref- 
lation system that is inefficient and costly. Over the coming months, the 
Ford Administration will be submitting legislation to "deregulate" the air- 
J.i4jes» / We, seek to remove tfie Federal Government control over cjetermining 
the, price o^ airline tickets, in desighating which companies may enfer the 
airline business and what routes they may fly. We claim that the Civil Aero- 
nautics Board, which was patterned largely on the old ICC, was created tO' 
promote and protect a fledgling industry.'* But the airline industry is now 
mature and it requires much greater flexibility as an economic force. 

/ • ' " ' 

/ Sufficiency is also the word to apply tO/6ur 25,00 miles qf navigable 
rivers, canals and coastal waterways. Jt appears that most,^ if not all, of J 
the high priority opportunities for developing riVers "and coastal areas have 
already been exploited. The capacity of, the present system, except for a 
few bottlenecks, is many times its pre^nt level of usage. Even traffic on 
the Stl Lawrence Seaway has been leveling off in receipt years, although it's^ 
^till at a record high. 

Whatever the mod^ of travel, the public need figures very strongly in 
all of j>uv planning. I 'can assure you that our Department is listening to 
the transportation consumer. The Office of Consumer Affairs, one Qf sev^n - 
offices under my jurisdiction, is there to transmit the concerns of the ' 
traveling public to the decision-making .process and to suggest remedial 
actions. The Office Director is Ann Uccello, a former Mayor of Hartford, 
^Connecticut, and one who knows civic problems and people first-hand. ' 
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She and her staff have conducted 54 consumer public hearings in 21 
States over the past few years. Through indivj-dual testiuiony ar^d responses 
to a 29-item ^questionnaire, the Consumer Affairs Office hds^ in effect, 
taken the consensus of thousands of users of the transportation system. 

* 1 

People do want a reduced emphasis on automobilB travel and highway con- 
struction. They are calling for a better balanced system, with convenient 
and efficient mass transportation, intermodal transport centers, and improved 
routfes and scheduling in bus servi^ces. ^ . ' ^ ' 

There is public pressure to break the Highway ;Etust' Fund and cr€iate a 
general transportation fund. Ccysumers demand greater citizen participation 
at every stage of transportation planning. They are most unhappy with the 
present practices in auto repair and guarantees and they want reforms in 
auto insurance. ^ * < 

Among the most vocal participants in our program h^ve been ,the handi- 
capped and the elderly, many of them representing local or national groups. 
They completely ^reject """Separate but equal'* facilities and they are insistent 
on a public transportation system that is barrier free. We have heard any 
number of suggestions for dial-a-ride and jitneys and buses to service the , 
elderly,, and for low cost or free transportation for the poor and* minorities 
in -both the dnncercity and rural areas. 

These changes ancf innovations in our transportation complexes are 
badly needed. They are an important part of the system of Departmental 
goals and policies. And they fit very well into our policy of sufficiency. 

We^know now that we* have exploited most of the resources available in 
this country. More than just cornerstones, we have lJuilt th6 \/hole struc- 
ture. This is the time "for better maintenance of our transportation house 
and for home-improvement. We are up to cat)acity |fi many areas of travel and 
transport. 3ut we have tlie foundation now for a national policy that recog- 
nizes that the energy ^pjirces and land use of the United States are finite. 

The maip pifoblem is not the ability and means to^ handle large freight I 
and passenger movement. In the next decade and, indeed, through the rest, 
of this ceTitury, the real^ mission ot the Department -'of Transportation is 
better management doing it well.^ In this deepening time of natignal auster- 
ity, the! legendary resourcefulness c^'this country will be severely tested. 
I am con|y<dent we will prevail. * • . ' , ' , 
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(WITO AND WITHOUT SYNTHETICS FRpi 

- Bill C? Price 
Staff Direc 
Chemical Svoup 
Phillips PetroleiiPi Company 
Bartlesville,, "Oklahoma 




PETROLEUM) 



Two of man's most, basic human needs are food and clothing. We can't 
meet these needs without the help of petrochemicals^.. Petrochemicals 
are produced from oil and natural gas. With the critical situation 
we face of depleting these two finite hatyral resources, oil, and gas, 
it seems particularly timely to recognize the important role petro-. 
chemicals play in meeting societies desires and necessities, 

* 

Ju«t to re-estaSlish — petroche'micals include an array of plastics, 
rubber, agricultural chemicaTLs pharmaceuticals , risbers, solvents •and 
a 'host of othe^ consumer product^ sich as detergeats^ and antifreeze. 
The* availability bf^ pe,trachemicals is, closely related to our energy 
situation sin^e about 947. of our available oil and natural gas, the 
raw materials^ for. pjBtrochemicals , ''isr used to generate "enargy, 

.As we visit, l*m going to shai:e some information with you that 
will include a few statistics. I hope' you will* jot some of these num- 
bers down, I am convinced they are important to us and I hope you 
will find they are worth sharing with others, 

, i 

Consider, with'ma,'the impact of petrochemical synthetics on oui;^ 
Food and Fibers suppLy. 

What do you think would haqpen in the areas of food and fibers 
if we did away wi th petrochemical based synthetics? Make some guesses 
' if you will for your use jot down what you think would happen 
if we did away with petrochemicals,* * ^ • 

\v{ow many meals would you have to give up eac]h week? Wl^at* costs 
are /ilnvjlved? 

What Is the'cost of petrochemical fertilizer 'per . bushel of corn 
produced? ; 
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' .How about fibers? . How would your lifestyle be atf^ctep^if 
petrochemical ba^ed fibers were eliminated? How manXi^Xfias.^€-crf eveny 
ten women's dresses would be given up? How many suits oJE every ten 1^ 
men's suits would be given up? What are .the. costs of petrochemicals' 
going into a $125 men's suit* ^ 

. With regard to food if we eliminate synthetic fertilizer, 
manthf actuted from petroleum are you ready ,to give up 6.3 meals 
per week, 322 meals per year? .(That's for evfetjy man, woman and* Child 
^n th^ country.) \ ^ 



Aqii^eous Ammonia, Ammonia Nitrate, and Urea are ^synthetic fertili- 
zers — /petrochemicals 4 A conservative computation shows that produc- 
tivity .from our tillable soil would be reduced 30 percent, if commercial 
fertilisers were no longer available. All crop production would decline 
30 percent and<,with theexception of fish that would include 
principle meats since ^feef, pork an(i^ poultry are converted plant life* 

Synthetic fertiliser is surely ope of the farmer's greatest 
productivity "aids in supplying food foir'out society, allowing us 30 
percent more production from out tillable soil, 

\ What does this productivity aid cost us?. Is it a bargain? Since 
so much of our fertilizer is petrochemical how are, increasing oil and 
natural gas prices affecting us? 

Let's use a familiar vegetable, corn, as ^ base of reference* 
The cost of nitrogen from- ammonia costs about 12c per bushel of corn 
produced* Corn is valued at about $3,50 per bushel* So nitrogen for 
fertilizer costs about 3% of the selling price and for that;, we get * 
307. more corn* . , ' ; ' 

. Incidenta^l ly in thej past ^30 months the cost of nltrogfen from 
Aqueous Ammonia has increased from 8c/bushel to l2c/bushel, or 507, while 
corn h^s increased from $12>5 to $3*50 per bushel or 180%* 

For 10c per bushel wq get 30 percent more corn and petrochemical* 
fertilizers assist all consumers in getting maximum use of outp indivi-» ^ 
dual resources* , . ' 

How about petroleum based synthetic fibers? Recall with me that 
nylon, acrylics and polyesters are all converted petroleum products,. 
Petrochemical synthetics from oil and gas* * * ' 

\ * • 

How did you "guesi on giving up petrochemical based fibers? 
. Were you 'women ready .to give tip • 

8 out of^ 10 dresses; *. ' ^ 
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Additionally are you willing to give up - 

7 ^of every 10 sweaters; 
• > ^ Al I hosiery ; • • * . 

' Essentia-lly a,ll undergarments; 

I' And while we're on wardrobes ^and from the non-fiberous 
plastics - were you ready to give up nearly all of your 
shoes and boots? ^ . 

i Were you men prepared to give' up - ' ^ 

p . ' ^ 

. * 5 out of 10 suits - plus 

\ of your shirts, slacks and coasts 
And from 1/3 to ^ of your shoes? 

In the area of home furnishings would we like to do aw^y Vith - * 

I ' ' ■ • 

.9^ out o-f every 10 yards of carpet; 

8 out of every 10 bilankets^, * ' ' * 

• 7 out of 10 curtains; ' * / . 

* . ^60 percent of our drapes and 

80 percent of . the upholste.ry we use? 

0 

Synthetic Fibers a^id consumers in many ways as 'far as helping 
maximize, the use of our resources. They are durable, soil resistant, 
wirinkle resistant, and can^be washed and worn. Additionally petro- 
chemicals-provide not only high quality fiber products but also provide 
very economical raw materials* Just what kind of a bargain are synthetic 
fibers? And since they also are petrochemicals — how are increasing 
oil and natural gas prices affecting use in this area? 

Using a man's -polyester suit as a basia for discussion - 
We require about. 2^ pounds of -DMT *artd 1 pound "^of ethylene 
glycol to produce 3^ pounds of polyester fo$: a suit. The 
3^ po.unds of petrochemicals have j.ncreased from $1.16 to 
$1.95 in the' past 30 months' and go into •a man's' suit that 
cost' about'*$100 to $150. . - t 

» Synthetic petrochemicals again assist the consumer. .in maximizing 
^pAe of his resources-. And increasing oil and natural gas prices iiave ^ * 
a minimal effect on the cost of the finished product. 

Even if we wanted to, we can't g,o back t'o na^ral fibers for our 
total needs. Wool is too expensive and we can't raise that many she^p. 
Where cotton is^concerned - we can't raise enough to replace synthetics. 

. Wait a minute, sbme will Sdj?^", 1 e t ' s just cultivate more land 
use more acreage! With regard* l^o food let's fprget fertilizer and put 
more, lanci in food production* And inr the ^ase of fibers^ let's just 
raise more cojpton* \ • . ' 
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In the U,S, today we hav| about 353* million acres in crop production. 
Ten million of that is in cotton, leaving 343 million acres in food pro- 
duction. The Department of Agriculture tells us that, if everj^thtng 
goes well, we may be able to add 33 million more acres of tillZble soil 
by-1980. If we had to replace the productive effect of synthetic 
fertilizer used in food productloo^ith a^ded acreage we would have 
add 103, million acres. 

To replace our synthetic fibers ^wlth cotton and without f 
tili^er — would require 51 million additional acres of land. 

If we cnmbine the additional acreage irequirec} £or food prpduction 
without commercial fertilizers and to replace synthetic fibers with 
cott'on, we would need 154 million additional acre«*of cropland. 

'All of those acres get a little mind boggling for me and 1 really 
don*'t think well in acres. So let's consider, in a different way, the 
added land area we would require to produce food and fabrics if we 
didrt't have synthetic fertilizer and synthetic fibers.' 

Starting from the east c6ast and using a variety of sizes of 
states"^ Replacement would Require land area equal to about that of 
Mafssachusetts , Rhode Island, New York, Pennsylvania, New Jersey, Dela- 
ware, Mafyland, 'West Virginia, Ohio and Kentucky. That's additional 
*to what^we already h^ve we can't do it. 

These synthetie^^, petrochemicals, derived from oil and natural 
gas -.are related to our current energy situation. ' * 

Over 90 percent of our available oil and gas goes into energy , 
generation. Oil and natural gas currently supply about 76 percent of 
our total national energy fliel requirements. The Department of Interior 
expects oil and gas to supply over 50% of our energy requirement through 
the year 2000. We are depleting a finite resource and we're not doing 
nearly^enough about providing incentives to search for more oil and 
'gas nor are we doing enough toward developing alternative sources of 
energy so that we may be assured of having adequate supply for a portion 
of our energy needs and adequate feedstocks "for synthetics - in future 
years\ \ 



We, are using oil a^ a geometrically increasing rate». Consider pur 
total oil and natural gas use to date. . From the discovery of oil in - * 
1859^ all the way?, up through World War I, World War II, and the booming 
years of the 50's up to 1960, we used 115 billion barrels of oil in 
this country. In the 10 year period of the 60 's we used 110 billion 
barrels of oil nearly as-,much as in',all , previous history* We would 
have used 272 billion barrels of oil in the decade of the 1970's 
more than all previous history again — but it probably wop't be avail- 
able. / ^ 

Significant -new energy source^, ones that don't rely on oil and 
"gas, aren't likely before 1985 to 1990. 
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Both the (petroleum industry and the petrochemical industry are ^ 
faced with trying to meet the needs of we consumers, while being con- 
tinually discouraged and confronted with more and more Ipgislative 
limitations and governmental controls* * 

It is imperative that we encourage private enterprise to search 
for tl)^ petrochemical feedstocks oil anjl natural gas, rather than dis- 
couraging the search through more governmental^ limitation, because^ 
synthetics from petrochemicals are extremely important in meeting a 
wide array of our product needs and desires today. 

1* 

Petrochemicals are important in everything from aspirin production 
^0 automobile antifreeze, from milk cartons to aerospace shields, we're 
in constant contact with petrochemicals from the time we crawl from 
^between those polyester sheets in the morning until we flip off that 
plastic light switch at night. Petrochemicals are important in almost 
every phase of the lifjestyle we've come to want and enjoy in this 
country. 



More than just being Important in providing our wishes and desires, 
petrochemicals are essential to meeting man's basic needs for food and 
clothing. 



* \ 
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/ELECTRICITY AND TllE CONSUMER:--^' 
■ • ■ ■ : ^ 

IS THE ROMANCE ON THE ROCKS? 

\ • Robert K. Zimmerman ° 

Chairman of the Board and President - 
( • Kansas City Powey and Light- f . • ° " " t> 

s - 

\ 0 

INTRODUCTION ^ - ' ^ , - * ' - , • , 

O 

I want to thank you for Inviting my,^ industry to..participate in your ^ 
annual meeting. Your council has a reput^ation for an objective^concerh 
about Consumer interests. The awfisome impact of inflation and the energy ' 
sitjiation onXevery product and service has ^phasized your role in thelD , 
behalf. IrKthe time allotted me, I'm going to share .with you some infor- . 
mation abojxt the problems of the electric industry as they relate to con-^^^ 
sumers, together with some of "the conclusions I have beached. As j^our /pro- 
gram indicat/es, I'd like to begin by talking about a romance* 

• • I ' . • ■ ' ' • .. 

THE .80 -YEAR-OLD RCMANCE 

Since they began inauspicious ly a century a^b, electric utilities have 
had a growing romance with consumers In fibose early days, the important 
use of electricity was to power sTtreet carfe. Extfa electricity ayallable , 
, at sunset was sold for lighting*. In many cities, there were 9 o'clock, 
10 o'clock, midnight and all-n>ght circuits from which to choose,^ Payment 
often was in advance, eliiiLLnating collection problems. InJKailsa^ City 
during, the 1890' s, a kil6wat£ fioiir cost aT^out 20 cents 1 ^ ? o 

Then there came the development of eleotric appliances, starting with 
the flat iron, and electricity was off on its mad adjventure with the Ameri- 
can consumer. The goal was the ultimate development of the good life, 
\rfiich at least in part has been achieved. Today, more than 250. time and 
laUor-saving appliances are available, v^hich have freed the housdiold from 
a never-ending list of chore^ , 

At the same time, a bo^i just as strong was davelpping between elec- 
tricity and commerce and industry. Electricity became t,the growth vitamin 
for the continuing industrial revolution, establishing jobs, increasing 
productivity, and thraugh improved efficiency — making both the neces- 
sities of life and many o^; the luxuries available to almobt everyone. ^ , 
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The romance, was also good for he electric utility industry. Expand- 
ing usage resulted in an incredible growth, rate, which doubled our , customers' 
kilo^^att hour requirements every 10 years. This made ^possible the develop- 
ment of. efficiencies in prx)duct:ion, transmission and distribtuion of power 
to people. The fixed charges of^taxes, depreciation and in'terest on borrow- 
ed capital could be spread over more kilowatt hours, pie 20 cents, whlJch 
the average residential consumer paid for a kilowatt hourc ^'f the turn of 
the century, h^ff^drpp^ed to 2.5 cents by 1970. The industry was able to 
accomplish this while absorbing the growing impact of inflation follo^^ing 
the wars, which more than doubled the price of many other products and 
services.. * ^ • . ' 

• • * * • 

At the.iame time, a steady,, modest growth in earnings made utilities 
attractive to investors in bonds, and stocks, which have provided abou^ 
60 per cent* of the' capital investment for utility expansion. Capital re- 
ryirem^ents have been, substantial^ The off -'shoot of the traction firms 
has grown to become .the nation's most capital intensive industry, accounting 
for setae 13 h per cent of total capital. investment. Between $4 and $5 
of investment are required for every $1 of revenue received. This is 
about five to 10 times the ratio of most basic industries. 



' the mellowing- R0H/»JCE has LOST ITS BLOOM 

The romance between electricity and cdnsumers appeared .to be on solid 
ground. Usage had 'climbed in 1970 to the point where it was about six 
times 19^45 levels with an ^average kilowatt hour cost of 30* per cent less. 
While bills were higher, unl^t cost had decreased. 

In the last five y,ears., the picttxre has changed dramatically. Fuel 
costs have soared. The financial community is' disenchanted. Regulatory 
conmissions are being' harrass^.^ Consujnption was flat in 1974 for the, first 
tim& since the 30' s. Power bills are higher than ever. Consumers are 
reeling and revolting. In short, things are in what can only be described 
a6 "a metfs." 



INFLATION IS MAIN PROBLEM 

^What happened to undermine one of the nation's strongest and most 
vital industries? The answer is complicated, but generally involves the 
combined impact pf inflation, the fuel situation^ the cost of meeting 
environmental rules,, and regulatory lag. ^ " 

No longer a term of vague economic jargon, "inflation' has come to 
have a personal meaning for every American consumer. The rate of infla- 
tion continues^, well into the double-digit range, and has emerged as our 
nation's most serious problem. It has had a "double-barreled" effect on 
the capital intensive power industry, causing both significant increases 
in construction and operating costs and record-high costs of borrowed 
money* 
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Let me turn tfo my own company^ for an example. The common industry 
yardstick iot measuring the cost of building power plants is the cost per 
kilowatt installed- We completed a plant i<iJL969 at an installed cost; of 
$111 /kilowatts Th^ comparable cost of a plant which went on line four 
years later in 1973 was about twice the 1969 figure. On the same basis, 
projected costs of future plants indicate ratios of three times by 1977, 
'four times by 1980, and the installed cost of a plant proposed for 1982 
will be eight times the 1969 figure. 



ACCELERATING FUEL COSTS , 

Problems of fuel cost and availability are equally pressing. Elec- 
tric utilities consumed large quantities of fuel necessary to create the 
hoat energy to boW^the water. . . to make the steam. . . which turns the 
turbines and generators of the large, base load power plants from whidh 
most Americans ^receive 'their electricity. Some three-foufths of the indus- 
try's production' capability is fired by fossil fuels, =»that is either oil, 
natural gas or coal. For many years, these. fuels were available under 
extended contracts at modestly increasing prices. However, inflation, the 
Arab oil embargo and resulting energy crisis have changed all that. 

In the last three years, the price of fuel oil has quadrupled, natural 
gas if ay.ailable had doubled, and the delivered cost of coa|. pur- 
chased under long-term contracts l\as risen about 50 per cent. Furthermore, 
the price of spot -purchased co^l has increased in some cases to a level 
near that of fuel oil. v 

Some utilities have always*used oil for basic fuel. Others, parti-* 
cularly thqse along the eastetn seaboard, converted coal-fired boilers to 
oil and added more oil-bumirtg capacity when environmental restrictions 
prevented the burning Df coals available in that region. In some cases 
where consumers are served mainly from oil-fired power systems, skyrocket- 
ing fuei costs have doubled electric service bills* 

f • 

Regulatory agencies of 32 states Ijave. authorized increased fuel 
costs to be pass^ on directly to all customers, according to the number 
of^kilowatt hours consumed. While the ftlBl^'adjustments enable consumers to 
pay their fair share of fuel price increases, the sizeable fair share 
involved is causing stormy discontent. However, without fuel adjustment 
clauses many utilfties in all likelihood would be bankrupt. 



THE HIGH COST OF CLEAN AIR 



The consumer is also learning that the nation's envi^nmfsntal goals are 
having an impact on the price of products and services. TFhs^ potential cost 
of meeting environmental rules and regulations by the electrrt industry is 
only now being revealed. The real issue today is not whether we will have 
clean air and water those decisions have already been made y- but the 
issue is rather how and at what costs, social and economic, we will accom- 
plish it. 



ERLC 




The electric industry ■belie\^^fs that consumers have a real stake in 
amendments to, the Clean Air Act of 1970, soon to)be considered by Cpngress. 
Impending decisions will directly affect the price people pay for eleptricity, . 
as well as the amount of electricity available ta meet future needs. / 

One issue involves the establishment of national emission limitations 
for sulfur dioxide, an invi,sibl^, gaseous pollutant released when coal, and 
some "kinds of oil are burned. Sulfur dioxide is a problem only in portions 
• of some Metropolitan ar;eas,. "To establish limitations for application 
nationwide, including areas which meet the ambient air standards set by 
the Environmental E^otection Agency to protect human health and welfare, 
would require the needless expense qf billions of dollars. 

The EPA estimates that the use of scrubbers, that is, devices which 
remove particulates- and sulfur by washing boiler flue gases, _on coal burning 
electric generating pianos will increase the cost of electricity to the* 
consumer by 17 per cent. Senator James A. McClure> a member of the Senate 
.Subcommittee on Environmental Pollution, predicts a 20 to 30 per cent increase. 
Continuing inflation cotfld makQ both estimates low. 

* • 

Based on EPA foi*ecasts of generating capacity requiring sulfur removal 
equipment, by 1980 electric utilities yill be required to spend about $7.5 ^ 
I billion for scrul>bers^ The additional "investment for precipitators to 
( coTVtSrol particulates and monitoring could raise the total cost of these 
\ requirements to $10 billion. ^Not included in these costs are the premiums 
\ for low sulfur fuels, the cost of contr'olling the oxides of nitrogen, and 
\ the increased operating aiid maintenance costs necessary to keep the equip- 
ment working. Nor da they include the cost of the additional 12 million 
tons of coal needed annually to provide the power to operate the scrubbers, 
or the 4 to 7 percent capacity derations from which that power will come. 

Amendments to the Clean Air Act supported by the industry will achieve 
the, nation^ s environmental goals, but will save consumers at least $5 bil- 
lioit in the proces^s. We are stressing a re-evaluation of air quality stan- 
dards to assure they are not se.t beyond what is actually required to pro- 
tect public health and welfare. Essential is a 10-year extension for en- 
forcement of sulfur emission standards to permit research into the many un- 
answered questions about sulfation* The use of load shifting, intermittent 
control stragegies and tall stacks should be viewed as a continuing option 
for meeting ambient air quality standards in the most economical way. 

In the water quality area, assurance is required that standards" will 
be established on the basis of whatsis really needed to protect the environ- 
ment in the^vicinity of a given power^pl^nt. 

In general, cost/benefit considerations must be taken into account in 
establishing both ait and water quality standards,' with a plant -by-plant 
evaluation of necessary pollution control' measures. National standards 
applied without regard for local situations probably would be much easier 
to enforce. However, in view of the nation's economic situation, a more 
" realistic approach suggests we should do those things we can afford which 
makes sens^v < ^ ^ ^ 
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This isn't to suggest scrubbers should be abandonec(. Some^93 scrubbers 
a>Fe now in operation, underj construction or being planned by 39 utilities.' 
Mytorapany has taken a lead"^ in thcj^evelopment of scrubber 'technology. At 
our La Cygne generating statipn, we have been operating the most extensive 
air quality control system ever installed on an electric power plant at a 
cost to date of $45 million> We estimate that an..additional investment over 
the next two years of HO millJ.on will be required to bring the seven 
scrubber modules to the desired level of design control capability ab that 
plant* ' 

Our decision to install scrubbers at ^his location was made because It , 
was the only feasible solution to utilizing Jlow-cost high-sulfur coals^ that 
were available, frqm adjacent surface mii^es. While we think the decision was 
a good one for this location, the high cost of this technology suggests 
that it should be employed only where necessary.* ^ ' . ^ 



STRINGENT mNTNG LAWS • - ^. • 

Also destined to have a serious impact on electric service bill^i will 
be the upcoming strip mining legislation, which early in March passed both 
houses of Congress in slightly diJ^ferent versions Uy overwhelming margins. 
Among the broad provisions of these bills are new curbs on how and where 
land can be surface mined, including a requirement that land be restored to 
its approximate origin^ contours, and allowing surface owners to veto strip 
mining by those oyning the mineral rights. The proposed law would tax sur- 
face-mined coal 35 cents a ton and deep-mined coal 25 cents a ton to help 
pay for the reclamation of at)andoned mining operations. The National Coal 
Association, which opposes the Jjills; told the press th^t added expenses 
caused by provisions in the bills, could raise the mined price of coal by 
$2.50 a ton. \ • ^ - 

Perhaps of greater concern than this substantia^l increase is the fact 
that the law will probably prevent the mining^ of millions of tons of coal 
at a time when our nation needs it most. While no one would quarrel with 
the need for responsible reclamation laws, the sundiace mining bills in their 
present form with more stringent provisions than those in the bill which 
the President vetoed last year — are a move in* the wrong direction. -Con- 
sidering the mood of Congress, the bill which emerges from the conference 
committee will be stringent, will probably become law. 

■J , 

The United States has far more coaj, than' the world oil and natural 
gas reserves combined* The known U. S. supply is estimated at between 300 
.and 500 years. However, environmental regulations prevent the burning of 
r an estimated 80 per cent of this coal. The strip mj.n^ag' bill will further 
reduce the usable reserves. ^ ^ . 

t^EGULATORY UG ^mr ^ • , . 

I mentioned regulatory lag as a serious problem. This is a term used 
to describe tne time delay between the lappliCation for a rate increase and 
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the final decision %by regulatory authorities. Private utility companies 
are regulated by state agencies, which operate under the authority of 
.statutes originally adopted 50 to 60' years ago. The process worked well 
up until recently when it has become apparent that it is not geared for 
the 'emergency of these times. • 

Rate increase applications are handled in various ways according to 
procedures following statutory requirements. But, in general such appli- 
cations seek a stipulated rate of return on an historical rate bas6 ' 
th,e total investment in plant and facilities dedicated to rendering ser- 
vice to customers during a test year a time period preceding the rat;e 
application. 

Tlie process involved irf evaluating an application usually includes a 
complete audit of the test ^^r expenses by the state agency^ adequate 
accommodation for the testimony of the public and intervenors, and both 
public and. formal hearings. At the formal hearings, testimony of the 
agency staff^ concemirfg the audit, the company and all ^nteirvertors is , 
heard by the regulatory commission, complete with cross examination of 
witnesses in a court-like atmosphere. The pr6cess for rendering a decision 
often- takes from six months to more than a year. 

/ The unprecedented inflationary pressure since 1^70 and regulatoty lag 
have combined to wipe out a large portion of the increases authorized. This 
has placed utilities in^^the awkward position of increasing th^ 'frequency 
of rate xequrests in an effort to earn the rates of return authorized by 
the state. Translated another way, .in ^recent years, many rate increases 
have been too little, and even when substantial rate relief has been granted 
it has "Often been too late. Consequently, even though electric bills have 
climbed in the last two year^, the actual cost ^f service rendered has not 
been met. . * 

These factors ha'O'e placed the regulatory authorities in the difficult 
position of maintaining the balance between consumer interest and the finan- 
cial integrity of ^he firms they regulate. Sqme recent improvement has 
been made in the time d^lay. Some commissions^re permitting a forward- 
looking test year basi^, \n. part, or projected results. However,, more' 
creative ways of 4ccel6rati^^ the evaluation process will have to be adopted 
while at the same time protecting the public interest. . ^ 



CONSERVATION • . > . ^ ^ 

■ 0 

» * I ' 

• 5 

Further compounding the situation ha^ been the reduction in ^sage by 
customers. This has been partly due to national appeals for ponservation 
of energy, but the economic recession and price elasticity have alsb con- 
tributed. Kilowatt hour sales by the industry declined siigl^^fy in 1974 
from the prior year. However, while general' usage was down, in most cases 
demand during peak periods was ,not. -^ast summer, the customers seirved by 
my cc>mpany set si:^ all-time peak dei^and records. The final J record was 
actually slightly higher thaxt pre -conservation estimates. | 

• ' . ' ' 1 
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The reduced general usage has caused a slight incr<ease*^in rates for 
the same reasons that increased usage resulted in a reduction i^t^ rates 
over the last seven decides. The fixed charges of taxes, depr.eciation 
and interest cost have to be spi^ad over fewer kilowatt hour sales. The 
thought of being penalized for conserving, rather than rewarded, was dis- 
turbing to most consumers. However, the net savings from cutting waste 
will always be more than any conservation adjustment to rates. 

THE CURRENT PREDICAMENT 

With some risk of over simplifying a complicated series of events, 
this review of major problems brings us to the current predicament. We 
have moved very rapidly" tram a long and uninterrupted era of cheap energy 
to a time of more expensive energy. The necessaxry adjustment to this eco- 
nomic fact of life is boxind to have a serious impact on society. However, 
of far more serious concern than the question of price is the question 
of reliability and availability. Some experts believe the conditions are 
already set in motion which will result in brownouts and blackouts in 
some parts of the nation within the next four years. Prospects for elec- 
tric power supply over the next 10 to 15 years appear equally questionable. 
The prpblem mainly relates to money. 

The capital intensive electric industry has only two basic sources 
for expansion funds: internally generated cash and the outside investor. 
Traditionally, about 40 percent of capital requirements are generated 
internally. This capability is being undermined by the reduction in earnings 
experienced by many companies. The remaining source, including purchasers 
of bonds and common and' preferred stocks, depends upon a stable market 
and investor coi^fidence. ) 

Current interest rates on the open market for long-term first mort- 
gage bonds of m^y utility companies have been in the 11 to 13 percent 
range. Somepreferred stock issues have had dividend rates as high as 14 
'per ceai;><^ta8tN5^ril, Consolidated Edison of New York omitted a quarterly 
\ divl^md to comcaons^hareholders, the first such action by a major utility. 
^S^barr happened a$ a result was a devastating bldw to the entire industry. 
Within six months, -the common stocks of electric companies listed on the 
New York Stock Exchange, which had been in a gradual decline for several 
years, had lost an estimated value of $100 billion from a decade earlier. 
Consequently, today most, electric utilities' common stocks are selling 
below their look values, some 60 per cent c?r less. 



CONSTRUCTION CURTAILMMTS . 

This kind of financiaKatmospiiere, coupled with the reaction to higher 
rates and doubts about being able to generate the revenue^ necessary to 
support capital expansion, has caused every electric company to re -evaluate 
future construction programs. Within the last year, 100 major electric 
companies have deferred ^r postponed indefinitely power production units 
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with a cdnd)ined capacity of 170,000 megawatts. Some 110,000 megawatts of 
this was nuclear generation. The nuclear units hav^ a higher capital cost, 
jbut much lower operating cost apd ^re directly related to national goals 
*for reaching energy independence. If completed, these nuolear units would - 
reduce the demand for fuel oil by* an estimated 3.3. million barxels of oil 
a day^, or the equivalent of about 300 per cent of current Middle East im- 
ports. 

For the short range, the deferments, of base-load capacity are causing 
many companies to resort to the alternative of .adding oil-fired peaking 
turbines. Such units can be installed for about one-fourth the cost of 
coal -burning units. Th^ir disadvantage is much higher fuel cost and the 
use of a fuel which is in short supply. . 

While consumption was flat in 1974, current reports indicate that 
growth has resumed and will continue in the 4 to 6 per cent range for the 
next few years. These estimates" do not provide for the impact of fuel 
switching by consumers to electricity, ^ ^ ' 

THE LONG RANGE ' ^ ' 

For the .long range, a limiting of base load capacity will mean higher 
consumer prices. Som6 are saying the only solution is socialization of the 
power industry. This is a natural first reaction, as if a complete govern- 
ment take-over would in some magical way eliminate all of the forces con- 
tributing to the situation. Ironically, at the *same time, some customers 
of municipal systems beset by the same problems are approaching private ' 
companies to take over the public systems. It is also inferesting to note 
that in the last eight years, the residential rates for power supplied by 
the Tennessee Valley Authority have increased twice as fast as the compar- 
able rates of private compai^ies. - ' ^ * 

Should a government take-over be seriously considered, one wonders if 
the government could afford the cost, coupled with the loss of tax revenues* 
Curr/erftly, about 22 per cent of the revenues of electric companies is paid 
in taxes to various taxing authorities. ' j ' ^ 

/ ' * " " • 

Considerable study is feeing given to fhe problems of the elctric indus- 
try by the government. There is reason to believe that the Administration 
and Congress are committed to the concept of a financially healthy investor- 
owned electtic utility industry. Title VII of the Administration's Enei^gy 
Independence Act deals mainly with encouragement to state regulatory bo^ie^ 
to improve regulation, ^by elimixuting undue regulatory lag, allowing futt^L 
clauses, permitting the inclusion of construction -work-in-progress in the 
rate base, allowing off-peak pricing, and eliminating prohibitions against 
the use of normalization in accounting. , 

In the recently^^signed t^ bill, the investnient tax credit for utilities 
was raised from 4 per cent to 10 per cent, and in oth^r legislation consi;? 
deration is being given t;6 a proposal for a tax 'deduction to the corporate 
issuer of' preferred sto^k dividends. 
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The single most effective measure to stimulate iriVestor Interest in 
the industryvould be tax e:<emptions for the recipient of dividends on 
electfric utility common stock and new issues of preferred stock. The. indus- 
'Lr>' Las proposed both o£ these plans to the Administrations and Congress. ' 



RELIABILITY VERSUS RETRENCHMENT 

At basic issue in the entire situation is a .reliable and dependable 
source of electricity supply for the future. The electric companies of 
the United States, which serve about 80 per cent qf our nation's consumers, 
have had a remarkable past record of reliable service. Utilities do not 
have the uncomfortable, yet welcome option of retrenchment available to 
most enterprise. Utilities .have an obligation to serve the customer within 
their service areas. Regulatory agencies have a Legal obligation to es- 
tablish service rates permitting financial l>ategr Lty to be maintained. 
Consumers have an obligation to pay for the service they demand. And" 
finally, govejmment has an obligation to establish a, balance that enables 
the system toJ functj^on, ' / 



Perhaps ^'balance** is the key word. The solutions to inflation will 
come ^rily after long, arduous and reative effort, and will require sacri-^ 
fices from every citizen. 'In this regard, the first step is the attainment 
of energy independence, which will stop the outflow of^ash for oil. Strip 
mining constraints and the drive for environmental c|lfeanup have to be 
balanced in accord with the higher priority. ^ , v 

The role of nuclear power is also vital to energy freedom. . It can 
also solve most of the intemediate electricity supply problems and assure 
consumers of the lowest cos^energy. The electric industry long recom- I 
mended the establishment of a national energy/ council to coordinate the 
nation's energy policies. We hope the new Energy Resources Council can 
meet this ^nd. Through whatever avenue it can be done, however, action 
jnust be tajcen to maximize the use of coal arid nuclear* fuels, s.o'that oil 
"and natural gas can be conserved for those purposes^ for which they are 
uniquely suited. And somehow the means must be foimd for expediting pro 
cedures at all levels of government for reaching decisions on energy . 
facilities. Implicit in this are imporvements in administrative, regula 
tory and judicial processes involved in nt/clear plant approvals. 

For the longer term, research aifd 4^elopment has a major role in as- 
suring a sound energy future for the nation. Two years ago the Electric 
Power Research Institute was established/ at Paola Altef, California, to 
conduct a privately financed, ^coordinated program for the development of 
new technology. EPRI^s work complements the fundamental research programs 
of the Federal government, as we pursue the develojjment of a...wide range of 
energy sources solar, geothermal, fuel cells, wind power, magnetohydro- 
dynamics, and fusion. Technological breakthroughs are needed if any of 
these promising sources can be developed before the turn of the century, 
or ldnge;r. i , - 




IS THE ROMANCE ON THE ROCKS? 

For the most part, I've painted a dark picture for most of you in my 
remarks this afternoon, Nat to have done so would have been less than 
honest, I do not personally believe .that the long-standing romance between 
the electric industry and consumers is on the ro<^ks. We've seen some rough 
times, and perhaps more difficult time^ may be ahead. While the days of 
cheap power are over", if we are permitted to do our job,* we will coritinue 
to deliver reliable power at relatively low cost, 

♦ "^^f 
Reaching that point, however, is going to place a special burden on 
coT)Sumers, and thos^e like yourselves who lead consumer opinion* 

A large part of the. problem can be attriljuted to the industry's failure 
to communicate effectively its situation to^consumers. We are taking steps 
to remedy this. And rising power, bills may guarantee a listeniit|' audience. 

Government is in the business of making societal decisions, which 
require input from an informed electorate. In the^past, I sense many of - 
thp decisions have been mad^ without much input from the people who even- 
tually pay the bill. In this regard, we usually obtain the kind of govern- 
ment we deserve. ^ , " 

Just as the electric industry is goln^ to try to do a better job of 
communicating, I hope consumers will, do l^he^.r best t9 become informed on 
the complicated issues involved in eftiergv. The decisions now being made 
are so crucial to the economic well being of our nation and our families, 
it is imperative that, they require^ the^nput from an informed majority. 

Thank you again for your invitatijE^ti and your kind attention. 
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Special Note --jMay 1, 1975 
' ' jf * * * * 

"This paper may be pertinent ty President Ford's announced opg^osi: 
tion^to the Agency. for ConsOmor Advocacy Bill (S.200). It demon-' 
strates some of the shortcomiwgs of the non-statutory consumer 
offic.e )as a means of. piakiiig tJlaningful consumer input into Fed- 
eral-Agency decision making .j 



Attention should be given the propos|.tion that the consumer movement 
should effectively represent consumer interests in energy policy in the 
public forum. The' social purpose^ of consumerism includes this function, 
known in the credo of consumer advocates as the right tb be heard. 



. \ • ; Definitions 

An ^evaluation of the consumer movement's achievements, in influencing 
U.S. Government energy policy requires some standardization of terms. The 
consumer movement is defined* as a loose Coalition of 75-100 private, non- 
profit organizations who are^ generally regarded as representative^ of^tonsume 
throug^i 'an assortment ot metl]ods a,nd techniques in public ^.renas.. Most have 
no staff. ^ . • ^ • , ; ' 

. Ertergy policy^ is the general thrust and direction of programs of the 
Federal Government of the U.S^ in dealings with the production, importation, 
pricing, marketings and social and economic impacts of fossil fuels, other 
primary energy sources, and electrid'^power • Not 5^11 aSpe^cts of energy can 
be said to be the subject of Federal policies. 
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' The Energy" crisis is the popularized term relating to U.S, energy sup- 
ply an^ price problems resulting primarily from .thq^ Arab embargo of U^S, 
oil imports from October*1973 to March 19^4. The natural gas shortage, a 
purely domestic supply problem is also j.ncluded in the popular^use of this 
term, as are related developments in substitute fuels (coal, uranium) and 
electricity, tb^ derived form of energy produced fvda numerous primary 
fuels. 



The Energy Crisis , \ 

The. energy crisis, its causes ^nd resuTts, is perceived i^n /many ways* 
.Perceptions and realities often h^ve parents from different. tribes, and thus 
it is highly instructive to examine conventional wisdom. In* , the midst of- 
crisis, there is little real *conser\sus on the essential nature p'f the U,S* 
energy problems of 1^73-75, v ' / . - 

, The following statements represent the kinds of expressions, sometimes 
verified and sometimes not, that ^re often associafed .with the energy crisis 

1, Jersey Central Power & Light electric rates rose to 3,27c KWK 
from 1,59c KWH between J.ulne 1973 to December 1974, This is a 

' 105% increase in 18 months,^ 

2. Electric and gas utility bills i^ose $9,6 billion in 1974 while 
power consumption rose 17» and gas dropped 47», Two thirds of those 
increases were due to higher (energy) fuel costs, . 

^3. -Long" lines .at gas stations during only a few weeks In 1974 threat- 
• • *'ened social chaos. Consumer frtisFrittions* in turn Idd to gas 

station shootings, panic buying, and the n^kr collapse of auto- . 

mobile tourist-dependent industries and' local economies* ^ 

4, Some poorer people were acl^nowledged to have stopped buying 
heating oil at its much higher prices- in midwinter . 19^3-74 and 
1974-75 compared to prices through 1972-73, 

5, Electrical heal: for houses of moderate irfpome people resulted 
in $200 monthly electric bills in winter periods of 1973-74 and 
1974-75, * • ' • 

/ 6, Prospec^ts. of major unemplojnneilt problejms in a year or two were 

. in sight due to natural gas shortage^ and the lower supply priority 
for ma jor^ industrial gas customers, ^ ' <j 

7» The prospect of controversial nuclear power as a major; solution 
to fossil fuel shortages has become increasingly real in ^hi^ • 
electric power, industry, * * ^ • \jp » 



8» Arab sheiks were accused of conspiracy; 



.9, An unspecified oil company conspiracy to increase profits has 
been suggested^ore than once as a majotr cause 6f the crisis, 
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10. The Federal Government's opuion^ for dealing with the cr-isis 

such as through gasoline rationing or 4Qc per gallon taxes on ^ 
gasoline were often regarded as worse than. the problems they 
were de3igned to solve* » * 

All of these w^ys of describing the phenomena of the energy crisis are 
a familiar genre. Tlie crisis is many things, b^t the results of it are pri- 
marily consumer issues, llie ultimate purpose of all U.S. economic activity 
(and thus the U.S. use of energy resources) is' largely ta^de liver a material 
standard of living for 212 million people. ' 

^ * . ' 

Energy problems then arc primarily consumer problems. Energy may cost 
too mdch. Eriergy's use affects/ the physical environment and public health. 
Energy -may be short in ,the for^s of the particular fuels the nation wants. 
Energy costs and supplies infl^^nce life styles and standards of living. 

On6 item^-of national consensus to date is that , the problems of energy^ 
are so important and complex that the Federal Government should decide how • 
the i^'sues are going to be resolved." The basic choices aren't clear yet, 
but in spile of the confusipn, the President and the Congress appear head- 
ed^ toward some major decisions within a sMbrt time during 1975 fbr certain.. 
The laws that emerge may hurt consumers or help consumers, but as in the case ^ 
of the reeerttiy revised oil depletion allowance. Congress may act on energy 
without really debating ttie consumer side of energy issues very much at all. 

How should Congress move on the many issues'? Should government impose 
new regulations in some areas? Should we rely on market forces ^nd get gov- 
ernment out of supply allocations and price setting in oil and gas parti- 
cularly? These are matters of enormous imgortance for the consumer pubHc. 

The consumer interest is clear in this scenario, but consumer represen- 
tation to date has been rather ineffective where it has'been present at all. 

The Historical Record - ^ 

A short history of events since late 1973 underscores the difficul^s 
of providing consumer input into energy policy. 

Prior to the Arab Embargo, consumer interest in energy policy was, to 
^ be indelicate, absent* The conditions that made the U.S^ vulnerable to 

^ shortages imposed by the embargo in October 1973 and then vulnerable again 

- to the prices imposed by OPEC in December 1973 have long been developjlng, 
^^■"^gStWrunent too ^ad done little up to that point. Industry, "from oil companies 
to electric utilities, and a few miscellaneous researchers ha<S shown a nodding 
recognition of the growing strains oA domestic energy supplies, but nobody 
had yelled "crisis** with force enough to generate^c tion. ' 

A researcher may ^want to count column, inch/s of news print from mid-1972 
'to Fall 1973. While th6re was much press coverage o^ oil in this period and 
President Nixon appointed. the "minor energy czays," there was no meaningful 
interest in energy expressed by consumer leaders. This time was before the 
OPEC countries vapplied the principles of compet^ition learned* from the Ameri- 
^ can Business Schools they had attjended^^ and the international oil con\panies ^ 
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tl)ey then hosted. Those "minor czars/' now all but forgotten, were General . 
Lincoln and Governor Love, both totally absent from the national limelight 
in 1975. ' / ' 

The history of consumer movement involvement in energy since Fall, 1973, 
however, is a history of the Federal Energy Administi^tion and the "major 
czars. / ; 

The Federal Energy Office was created on December 4^ 1973 to implement 
the Emergency Petroleum Allocation Act of November 27> 1973. Congr.ess, un- 
realistically, mandated, that the President establish an avocation program 
for crude oil and petroleum products by December 27, 1:973, but? no agency or 
even a core organizational unit of an agency existed to publish the required 
regulations and to implement such a nationwide system. 



Phase I " Beginnings 

^"Riere was no consumer office in the Federal Government capable of 
assuring even a modicum of consumer involvement in the crash development of 
the new allocation system in 1973. Nonetheless, the HEW Office of .Consumer 
Affairs, the lovernment's small, but resourceful, consumer advocate uni^, 
selected 23 of 23 of the original members of ^ the FEO's Consumer Advisory 
Committee. This committee, since its inception, headed by Lee White, for- 
njer chairperson of the Federal Power Commission, quickly became the focus of 
,he consumer movement's attempts to influence federal energy policy. 



1 



Phase II - Firustration 




5is 

^ ^ ommittfee members' complained pub- 
licly about their perceived ineffectiveness 

No other formal c6nsumer inpuf of a signiiicant natuije into energy policy 
developed within the Federal government ^)rior to tl^e* creation pf an Office of 
Consumer Affairs in..FEd on March 13, 1974. The new consumer , office was"" the 
subject of significant fanfare* in an attempt to di*spel feelings of consumer 
leaders that FEO did not care about consumers. ^ ^ 

V , ' • 

Phase III - Institutionalization \ • ' 

The new consumer cif f ice, headed by the author, was the subject of gener- 
ally raveV/Jblic ^tatolments. Ihe FEO's press release of Wpivch 13, 1974 partly 
quoted Wiyiam> Simon/ Administrator, 
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"The consumer will have an* even more active role in the formu- 
lation of agency policy and operational activities," Simon said. 

•'^"Ttie new office will initiate research on consinner issues through 
indepfendent and FEO sourf&s, as well as act as a watchdog on confumer 
int(^rests, f - ' ' 

"TOe new office will work with FEO' s regional and state offices, as 
/Veil as with other Federal Agencies and State and Local governments 
to ensufe' cooperation and effectiveness • 

". . ..the new office will participate in FEO's issue meeting^ and 
other proceedings to help decide agency policy and direction." 

) The Consumer Federation of America said ill a press release on the same 
day/ March 15, that ,it "applauds ,the Federal Energy Office for its formation 
of 4n Office of Consumer Affairs," 

RalpK Nader ,in the New York Timgs, March 14, 1^74, was more skeptical, 
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"Mr; ffl.mon has been criticized in some quarters for having 58 former 
oil industry employees on his staff. In contrast he has not appointed 
any of. the recognized public interest specialists in the energy field 
to his office." 

Evidently anticipating the app6inCtnent^of Mr. Richardson, Mr. Nader 
said^ ^VAnother person .frpm Virginia Knauer's office will ^lot suffice 
tQ "counterbalance the heavy weight of oil industry representatives you 
have now employed." 

^ The development *of an FEO consumer office was not the ultimate achieve- 
ment of consumer activism on energy mattei^s. The Citizens Energy Conference 
irty raid -February in Washington was largely attended by persons not remotely ♦ 
pai\t of the consumer movement. The spectrum of public interest groups in- 
cluded urban, environmental, ethnic, poverty, and assorted others except for 
the traditional consumer groups^. The conference had no subsequent reincar-^ 
natiofis, but instead indicated that muc^, of the consumer concern with energy 
economics' anS politics was outside th^ consumer movement. >, - 

" The life span of the FEO/FEA 'consumed of f ice was not particularly event- 
ful/ While it waged a quiet war witlifn ,FEA Under Administrator John Sawhill, 
it produced no visible changes in^ policy^.* In carx^rin^^^ut^ an assignment to 
analyze substantive consumer issues, it fprwarded menjosi on various subject^ 
that were not made part of the pubiic record. ^ , i « 

The relationship of the consumer office to the consumer movement was 
perhaps typical of .the cbvet^t relationsjiips of consumer office staffs in the 
Nixon Administration with th^w{>ublic. ^ Informally, the ^dialogue was^Active, 
but internally the consumer^^^Tfices had to deiponstra^fe (agency* l^yilty to 
Administratioin policy.^ The official public^ statements of the'FEO consumer 
staff fell somewhere in between their expressions in Informal dialogue and 
their internal ^gency stances. 'The system works well in 5,pite of the sleight 

Jf hand in variolas dialogues because consumer office staff, is rarely so pub- 
icly visible. that it is called upon to be consistent with all of its inter- 
nal and e^xternal publics. , " 

^ IW , ' 



Tnc consumer movemcnL, especially members of the Consumer Advisory 
Cyimraittee, FEO, in effect had created a coijsumcr office through public 
^rossure. The of f ice was to represent consumers, including the Consun>vr 
advisory Committee, in policymakings Essentially, the process of working 
/with the public had the following characteristics: ' J 

!• The traditional consumer nnovement organizations had little direct 
impact on the positions advocated internally by the consumer 
office. The, indirect influence consisted primarily of the fact 
that the fundamental ideology of the movement and office a-taff 
were the same, Tlic movement did not have a program tro explicity 
^ .alvocatc to FEO and cgnsequently did not prove useful in develop- 

♦ ing the technical rationale of defensible positions for the con- 
~~ sumer office's internal bureaucratic advocacy activities • ^5 

2. Tlie of f ice. obtained assistance from general interest, citizens 

groups other than consumer, Tlie variety of these groups is self- 
evident"" from their titles alone^^ and included substantive iSsue- 
oriented individuals and groups as well as persons concerned 
I wj.th rgovernment procedures in the dealing with the public .^^i 

Part of the concern of public interest, including consumer groups in 
this phase of the enrgy crisilsf was oriented to the acce'fes ^nd procedural 
problems Oith FEA and immediate consumer weTlfare issues, Tlie consumer wel- 
fare asDActs included the suddenly higher cost of electric power for cus- 
tomers S?n electric systems dependent on oil-fired, generation, the rising 
costs of' heating oil and propane, and the price of gasoline for ^commuters 
among 6thers. The welfare focus differs significantly 'from attempts to in- 
fluence general policy-making in that it is directed toward alleviating the 
impact of past policy decisions and market conditions, Ihe policymaker / 
increases prices. The welfare analyst proposes fuel stamps, tax rebates, /and 
emergency set-asides of chpap fuel to help, those persons particularly disj- 
jadvantaged by the policy that originally increased the pri<?es in the market. 

■ ' ■ / ■ 

The procedural issues that commanded so much of the attention of consumer 
and public interest groups were multifaceted. Many of the incidents wfere 
reported in the press in an effort to discredit the government's integrity 
and raise the spectre of conspiracies against the public interest. While the 
government's credibility often was justifiably criticized, one o£ the un- 
desirable effects i^f such highly visib] e .attacks on tl!b "Devils"' in Washing- 
ton was to cause the public to think the energy crisis would be largely 
soluable ^if ' the crooks. were just purged, Tlie rising profits of oil compan- 
ies, Watfergate problems of President Nixon, rumors of withheld supplies of 
oil, numbers of former oil executives working within the Federal Energy 
Administration^^" and o*ther influences certainly were suspect in the public^ 
view. / * ' 

Congressional and press interest teaded to parallel the themes of con- 
sumer ^we If ate and bureaucratic deafness to the public jltiterest. Few report- 
ers, Congressional staffers, and members of CongreSffe exhibited much famili- 
arity with the co.nplexities of spbstantivc 'energy policy, issues. * - • 
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Phase IV Fallinfi Out ^ ' 

T^ie Officer^f Consumer Affairs was merged wi,th the long dormant FEA . 
Office of. Special Impact in mid-August^ 1974* The August controversy sur- ' 
rounding the^ former consumer office was acute and conflicting pressures on 
the new office from the Administrator of FEA as well as the public,' press, ^ 
and consumer groups have influenced the directions of the new office. Large- 
ly, the Office of Consumer Affairs and Special Impact (OCASI) withdrew fronj. 
Liasion from consujn^r and public interest^groups in favor of a self -directed ^ 
program of its ^^j)riorities . OCASI^h^s probably achieved more tangible 
and measurable reSJTrt'S-^ktm^ did by this new course.^l ' . 

OCASI *s mission became further obscured by changes of Presidents and ^ 
the rapidly disi«tegrattng influence and exit of FEA Administrator Sawhill 
as Energy Czar. ^ OCASI inherited the ^administrative responsibilities of 
OCA for the Consumer Advisory Committee (redubbed with the easily forget- 
table name of Consumer Affaiirs and Special Impaf t Advisory Committee -- 
CASIAC!) The consumer committee has since largely repeated the frustrations , 
of the early history of winter 1973-4 in the form of numerous unrewarded 
resolutions demanding it be taken seriously .^"^ 

r- 

No other institution* outside FEA have Replaced dropout OCASI as the 
government, consumer energy ear nor have the public interest groups interested 
in energy ' changed their composition or thruSt as the voices of the citizenry. 
The interface of consumerism and government energy policy has largely stabiliz- 
ed at a' near historic low ebb. ' . 4 • 

. ' . 'v': : ■ ■ 

History s Lessons . 

The current sta^^us of the consumer movement in the energy crisis is a 
subject, for theologians mora tlian social scientists. The consumer movement 
is present mor^ in spirit than in body. 

The high points of the situation are worth mentioning, however, because 
'there isn't a total vacuum. 

t. A Citizens Eq^rgy Platiorm covering nuclear, environmental, 
problems of nllnorities and a diverse package of issues has 
^ V been put' together by a W^^ingtpn-based co^liCioh of activ- 

^ ists, mostly not traditionajt^ consumer groups,24 



2. The Consumer Federation of [America has been notabl7 active 
on natural gas deregulation. It favors continued ^price 
ceilings. ^ 

3. The National Consumers Congress has begun iTeporting its* 
views on energy in a substantial way through its newsletter. 

4. Se^'eral lawsuits involving the 'Consumer Federation of 
Amerix:a (CFA), Consumers Union and others on subjects such " 
as two-tier pricing, propane overcharges, and the Fed- 
eral Power Coimission's emergency gas sales have been sig-^ 

„ . nificant and sometimes 'successful, 25 
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5. There has been a groundswell of state and local groups 

interested in electric utilities rate questions and* ^\ 
^ nuclear plants in particular -- who ire not connec^ted 

with the consumer movement's national organizations. 

Tlie consumer movement has a^tly demonstrated Its several key recurring 
problems in energy since 1973. First, it doesn't Jhave a ri/cognizable pro- 
gram on the Substantive issues. While CFA and others have passed many 
resolutions and developed the Citiaert's Energy Platform/these statements 
do not offer complete alternative programs for implementation by Congress, ^ 
FEA, state governments,. 26 qj. ^.j^g Piresljdent. 

The basic reason that there isn^t a consumer energy program is because 
of a truism: no organization has done the necessax^ thinking to create one. 
The issues are complex. .The trade&ffs arp seen as so painful that they aren't 
made., Instead of compromising on ^snergy growth, prices, and environmental 
costs, for example, .it is easier to throw upc one's hands and demand all: low 
prices, plentiful supplies, and clean air and water. 

A second problem of. the moy^^meht is that it gets too involved with proi^ 
cedure and makes the. right to be heard tfie pri^}ary end in .itself . This is 
not to say that much can be accomplished without consumer offices, advisory 
councils, and full disclosures by Federal agencies. It hasn't so far". It 
is very true that there , is no one lisjLening and responding significantly in 
substance in FEA, the Whitp House, or Interior. Virginia Knauer's office 
has not one person who is an energy specialist and FEA's OCASI.is bureau- , 
craticly isolate'd. Consiuner advocates can be and have been .led to mumbling 
and grumbling about theit lack of access; ^o much to the extent thdt they 
appear to ignore the ^subs tance of their purupse: national energy policy 
questions. 

♦ 

The third and most unnecessary problem is that the consumer movement 
has not unified scattered forces into a recogtVizable voice and force on 
energy policy matters. There are* foiir levels of public spirited activity or' 
|)cftential that have not'jelled into a political voice. 

1. The national consumer organizations. 

2. The national public interest groups with similar interests to 
consumer groups. Environmental* groups ' concerns with electric 
utilities are nearly identical- to those of consumers. 27 ^ 

3. The state aijd local activists interested in prices^of fuel oil, 
rising rents due to heating costs, and in particular electric 
utility rates . - ^ 

I ^ * ^ . 

4. The 997. of the public that is fueling energy crisis impacts, is . . 
impatiertt with unrescflyed political debate, and has nothing to 
do with any of the above three levels. 

The first problem --"'substantive analysis -- is not easily resolved 
even if it is obviously beneficial to t\\k purpasSs of jconsumer organizations. 
Should consumer platforms develop, problem^ of organizing consumers behind 
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them and impacting on the government would be made presumably much easier. 
Intelligent leadership by some consumer leaders with the answers isn't simply 
going to ^ccur thrv^ugh positive thinking alone. Perhaps, for example, the 
consumer movement suffers from \he fact that the fledgling consumer educa- 
tion movement hasn't had the time to produce the consumer professionals, 
consumer leadcr;s, and enlightened citizens who could lead it, the "consumer ^ 
movement, to effectively help solve energy issues for, the public good. 

Certainl'y, too, energy is not the only issue area where the consumer 
'movement has not so far succeeded in influencing national policy. 



Complex IssCies Still 



Lest consumer leaders and ^educators think that- the issues in Vhe .energy 
crisis^are fairly well defined and that resolution of these issues is merely 
a matter of deductive logic, a look at those substantive issues should dis- 
pell the notion: 

: I- ;n}£ on and Gas Journal (March 24, 1975) reports U.S. oil produc- 
ing areas are posting record high prices. D6mestic prices have 
hit $12 per barrel. Gasoline prices too have Started rising after 
mopths of steady decline."' All of this is occurring >during a 
literal supply glut, which economists woul^ say should further 
depress prices or not allow them to rise. (Oil and » Gas Journal, 
March. 24, 1975, p. 20; March 31, 1975, p.' 52) - 

2. Environmental Action (March 15, 1975) reports that liquified 

natural gas imported gas which some hope will solve domestic 
shortages — creat;,es potential for aocidents that is literally 

' • beyond belief. The Federal Power Commission said in 1974 that a 
single- serious t*iker accident could kill or'severely burn 807,000 
people in New York City, according to the magazine. 

Nuclear power is another very real proposed alternative to oil and 
gas costs and shortages. The proven U.S. reserves of U3O8 contain 
an 8 year supply at current projections according to the Atomifc 
Energy ^Cpmmiss Ion (now tfie Nuclear Regulatory Commission). Forbes, 
January. 15, 1975, points out the potential for rising prices of 
U3O8 and that U.S. dependence on foreign sources is potential for 
another intrernational cartel s.imilar to the organization of pet- 
rolc^um exporting countries (OPEC). 

- qlie Economist ,''' March 7, 1975, claims a growing world ghxt of . 
oil,i3 destined to lower world pttices very soon. Since Alaskan 
oil*(per barrel) will cost $1-25, Arab oil now costs *10c, and 
' Louisiana offshore production is costing under $4, the^fall in 
prices could easily wreck OPEC, cause prices to go to $5 or less, ^ 
and abruptly stop thc> energy crisis altogether. 




Tfie O.S.\ i^s entering soon into a major oil conference with other 
^nations ,\ alrc^kdy"' agreed in principle that the U.S. shoul^ hold 
domestic and dmported energy prices up. This is to be done so 
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thatt)il companies will invest money to^.bring in new supplies 
which Should bring prices down in the lofig run. Mr. ^Kissinger 
has shaped thi^ U.S. poT^icy now called *t:he ^'Safety Net": a 
' floor- on prices' (designed to be high^ enough to cause prices to 



be low. 



28 
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* *^ In summary, ^H'e consumer movement would be. expected to represent con- 
sumer interests in national \(^ergy policymaking. The stakes for consumers^ 
are quite hi|k., The is^sue^ ^re complex and many of the realities and facts 
are still not clear, tn overcoming its present^ shortcomings as the effec- 
^ tive consumer voice, research into ^Obstahtive^' issues and then the deveLop- 



ment 6f. positions on those issues is the difficult," necessary first step. 
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Footnote's 



J >hn r* Konncdy* Message to the Congress, March 1962. This right to be 
heard ynplics that consumu,rs not -only will be heard by business, g6vern- 
ment and oilier institutions, but tliat thise organizations fBom time to 
time ^ill ListtMi and possibly even respo 
consuitiers . 



id with actions favorable to 



^'Voluntary Consumer Organization,'* an unpublished listing periodically 
updated by Lliu Office of Consumer Affairs, Department of HEW, Washijigton 
D,C. 2020L. No definitive list of su9h organizations is recognized 
iinivcrsaLly in the Literature nor can il be because of the constant 
tura)>/er of sucii^tiational , statc^and local groups. \ 

NevJ York Times , March' 25, 1975. 




Winnebago Indus t^ries, for example, the leading maker of recreational 
vehicles, saw its common stock drop tq 57o of its former price at one 
point in 1974. ' 

An editorial in^ Today ' s ^Sunbeam newspaper, Salem, New Jersey, March 24, 
1*975, says for ex^ple, "One's gorge" rises at allegatiorfs that fraudu- , 
lent i^il ^supply* schemes may* have cheated Arterican consumers out of 
bullions 'of dollars* As many, Salem' Count ian^ suspected at the time* 
those oil tankers weren' t cruising back dnd, forth in the Delaware 
^i'ver in late 1973, heavily laden in both directions, for the *fun of it. 

"Disagreement on this point comes fi^om ^ome quartets. See Charles F. 
Luce, "A Battle Plan to Beat the ^Energy Crisis,*' Reader's Digest , March* 
1975* Luce is a leading electric utility executive. - . ^ 

* . • * • 

Co ngress i onal Record , primarily in February and March 1975. 

Robert A. Anderson in writirig "Hie F.nerg)^ Crisis", just prior to tlfe 
Embargo in the conservative opinion quarterly. Freeman, August, 1973 
wrote forcefully against government intervention in , the atmosphere of 
ci^i'sis he ^aw approaching in therO^S. • » ' , 

Sheik Yamani, Saudi Arabia's chief^oil negotiator is a Harvard Graduate. 

William Sifnon, December 1973 ^fp^Ap'ril 1974; John Sawhill,* April to 
November 1974; R^ers ^Morton, November and December 1974; .Frank Zarb, 
December 1974 to date. Morton, Secretary of Interior never was influ- 
ential because unlike the other three, he did not serve as Administra- 
tor of the Federal Energy Administration (until June 27, 1974, FEA was 
the Presidentially created Federal Enei;gy * Of f ice. ) . * 
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12. The Department of Health, Education and Welfare is the bureaucratic 
location of thfe Office since July 1973. *Jts head, Virgioia H. Knauer, 
also Special Assistant to the Presi<l-ent, gives it the role as consumer 
advocate ViLhin ihii entire Fedgilal system. The Office normally has had. 
a staff of 50-55 Since 1973, but the vast majority are involved normally 
in 'administration, public relations, publications,- and complaint hand- 
ling functions rather than policy matters. 

13. Wliite, still chairman of FEA's successor Consumer Afi^airs and Special 
Impact Advisory CommiLtec, is a Democrat and Heads- the Energy Task 
Force^f* the Consumer: Federation of Amt^rica. Wliite is outspojjcen and 
a leading critic of Federal energy policy. His appointment was only, 
one of several that made the committee membership unusually credible 
to the consumer movement . ' ■ 

14. Virginia H. Kn^HJer's Office^had loaned several staff members to FEO 
Office of Gasolirie< Rationing Plannj.ng. Tlie Rationing Office disbanded 

. on April' 12, 1974. ' . ^ < 

15. Ihe'office failed to identify mfeans of gaining significant assistaricc in 
its mission for a possible number of causes. Substantive 'energy issues - 
are quite complex technically. Outsiders often don't know subtleties of ^ 

,the bureaucracy's policy games enough to be useful. Policy is often 
^decided in a great haste before outsiders' caigi be consulted. The consumer 
-movement doesn't have the expertise or personnel of arty sort to estab- 
lish thd Working liasion necessary to effectively lobby'or influence 
policy. The office may have* misread consumer movement priorities and 
thus failed to interface at the rigj:it moments on the issues of concern^ 
to consumer leaders* 

16. Outstanding amounts of assistance came from the Center for Science in 
the Public Interest; Lobel, Novins & Lamont; National Urban League; 
Environmental Actio^n Foundation; Movement for Economic Justice; Center 

V for the Study of Re^sponsive ^Law' and' Common Cause. Consumer groups were 

not tot^aUy absent, oi; course, but were relatively less important.^^ 

17. Too mucti emphasis was procedural in the vidw of the author. The Office 

^ also at first spent too mttch time complaining it wasn't consulted rather 
, than demonstrating ,its expertise and thus why it ought to be consulted. • 

In any event,* KEO did not seek consumer movement leaders views of a 
substantive nature through its* consumer Office at any time/as £t had 
origi^nally stated was tfle purpose of the office. 

♦ 0 

18. OEO, now Community Ser\jJLces Administration,* has two exce[llerit publica- 
tions on this subject from a government perspective: Coping With th^ 
Energy Crisis and The Great Energy Crisis of 1973-74 ; 
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19. Most notable was the announcement by Czar William Simon, that 54 then, 
69 persons with former energy industry connections were in professional 
and policy level positions in FEA in early 1974. ,Most criticized in, 
various Congressional hearings was Robert Bowa, a Phillips Petroleum 
executive on a' one year leave with the government, who had be^n an impor- 
tant figure in January 1974 in the development of regulations under ^he 
Emergency Petroleum Allocation Act (see Washington Star News, January 
1974). Another notable figure until March 15, 1975 was Assistant 
Administrator Duke Ligon, formerly with Continental Oil. Later, the 
subject qf bitter Congressional debate in Fall 1974. Senate confirmation' 
proceedings as Assistant Administrator was Melyin Conant, formerly with 
Exxon Corporation, Conant, whom this author regards as ^he'trtost creative 
thinker at; higl^ policymakitxg levels in F£A in mid-1974, by all evidence 
will bre a sorely missed public servant when, as he indicated openly to^^ 
the Senate, he in some likelihood returns to the petroleum industry. 
CSee Problems in the FederaJ" Energy Administration/^ Compliance and En - 
forcement Effort , General Accounting Office, Washington, D.C, December 
6, 1974, for a more analytical view of FEA*s failings as an allocation • 
agency.)* 

20. Exceptions were and continue to be Edward Cowan -of the New York Times 

and staff reporters of the Economist (London) in the press coxps. 

Senators Hubert Humphrey, Henry Jackson, Russell^ Long, and Howard Met- 

zenbaum exhibited comprehensive grasps of energy issues, although they . 

did not often come to the same conclusions; 

* ■* ' ^ ' , 

21. OCA§I has begun its own regiot\3.1 public conferences and is largely 

^ responsible for FEA*s announced intention jLo fujid studies 'of electric 
utility rate stiructures (New York Times, March 25, 1975). OCA on the ^ 
other hand did £iot conduct programs and assisted successfully in only one 
major funding^pro ject now being completed in the ?^uX Douglas Center," 
non-profit research affiliate. of the Consumer Federatiqn of America. 

'22. Sawhill's decline *is objectively , seen by the British weekly. The Economist , 
S&ptember 7, 1974. Sawhill was criticized by oil lobbyists as too aloof, 
by consuider advocates as unfair, by Federal government insiders, as a 
poor manager, ajnd by his chi^f bureaucratic rivals as uncooperative. ^•'Saw- 
hill openly disagreed in public in October with official White HousS 
views, was removed, and in departing gained new allies out oi former 
^critics in the environmeutal and Consumer groups xrtio now agreed in his 
view favoring conservation as the most desirable energy priority through 
1978-9, Sawhill 's grasp of substantive issues, his academic openness, 
in public meetings (a Ph.D.j^^^conomist and former Assist^t Dean at New 
York iiniversity) , and his intellectual* honesty and non-negotiable posi- 
tion on the issue of conservatipn were no^t his o^ily strengths as Cz^r.* 

23. Transcripts of committee hearings are available for viewing at i'eA, 
^ington, D.C. 20461. , 



24. Availab,le. f or $1.00 from National Consumer Congress, 1346 Connecticut 
Avenue, N.W. , Washington, DTC. ' 



25. x^ee.Oil and Gas Journ&l' ,, March 24, 1974,^. 37. 



the Council of State Government's Natiorial Governor's Conference has a 
national energy st^ff, Louisiana, among other producer states,' lobbies 
in force at taxpayer expense quietly with producer organizations — the 
multinational oil companies, in paift|Lcular • ' 

Environmental Action issues "in recent months are sufficient .proof of 
this point. * 



It follows then (sic) that the higher tWe pifice', the lower the price* 
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ABSTRACT , 

THE CONSWiER'S REAL NEEDS 

Sidney Margolius 
Author 
Syndicated Columnist 



^Khere are no more impo~rtant and urgent needs than those of .the 
consumer. The consumer's problems are the nation's problems, and the 
waste of consumer resources tha^t have become so 'flagrant in our time, 
has &een proven to be the waste o-f the nation's resources, and is respon- 
sible for many^of the energy and environmental problems, and the teetering 
inflation and recession, 'that plague our country and frighten our people 
*today. Much of the .purported consumer protection falls short of the * 
(Consumer's real needs. Our gains mostly have been some lessening of 
deceptive selling methods, some reductions in product hazards, and slow 
but useful reofrms in the pricing and merchandising of prescript ion 
drugs and over-the-counter medicines. But effective c?onsu^ner protec- 
tion has been almost wholly absent in defending the^ public against 
the real problem of the' day the relentless inflation which has al^ 
ready seen a transfer of billions of dollars from consumers to tl]e ♦ 
pockets of oil companies, mining.-companies , banks, and fogd processors. 
The rise in fiving costs actually has wiped out all the wage gains made 
by the av/erage worker in the past seven year^. 

There are six overriding problems tocjay on wkich consumers' n^d 
sferioua help. These problems are: ^l^— the, higH- cost of^food,. *A"s 
you know well enough, food prices have gope up 72 per cent^ince 1967 
and 9 per certt just ,in the past 12 months, ^ ; 

* • 

2 — Booming medical costs and^ inadequacies of present private 
medical insurance, causing real anxieties in many families and' encouraging 
high-pressure"promotions of low-value insurance plans>seeking to .capitalize 
on these»anxieties, * • ' * • • » 

' " . ' * . • ' ^ \ • ' ^ 

3 High housing and ^opei?a ting costSy'iiipluding^ mortgages o*f 8 to 

9 per cent and a nation wide increase in *fueb oil costs of 107 per, cent 
since 1970, utiHiy rates, of 50 per^cent, and 16 per cent an the past 
twelve^ months alone, with'ipore to come, ' ■ - . 
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4 The widespread effects of high interest rates, 'cpupled with 
connection laws stax:ked on the side of the se-llers., Tliese,ln.gh rates 
affect consumers xiireetly in f inane ing jiomcs , cars and other needs, and 
also lead to high property and other taxes as .goVernmen£ and municipal 
agencies also</ pa^f more on their borrowings. 

5 SerioUs quality problems whjich have led to high repair cpsts ' 
especially for cars and household appliances, .;^id which even create 
saf/ty hazards as shown by the investigations of, the Commission onvPro- 
duct Safety. Tl^e lack of quality standards^ and the further deteriora- 
tion of quality in a pe^riod of inflation, ^as caused an increase of 
complaints.-- about Eurnitu-re and clothing now as well as cars and 
appliances. - , , ' 

6 The big jump'^in costs of car ownersHip due to the^incr.ease in 
gasoline prices, plus the^ lofty prices of cars, the already high cost 
of auto insurance, and the, big ^.increase in charges for jjnaintenance and 
repairs. ^ , ^ ^ , 

« ' • ' 

abstrac|:ed by Karen ^HuU * ' 
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REMARKS BEFOREjrUE , J 

.V^IERICAN COUNCIL ON CONSU>ER INTERESTS 

Roger D. Cblton 
ISU-ISPIRG -Chairperson 
Iowa State University 



I 



Good morning. The consumer movement obtains its direction from many 
different sources. The driving source priSPIRG's philosophy also comes | 
from different sources. Two people, both of whom could be considered 
philosophers in their own right, have given impetus to the PIRG movement 
in general, and t9 ISPIRG specifically. . ' ' ^ ' 

About eighteen centuries ago, Plato coul<i well have been speaking 
to the consuraei; movement today when he said, "Act or be acted upon.** Av ' - 
man of more coh temporary nature, Ralph Nader, also addressed the consumer 
movement. Nader said, "In the marketplace, those who are prganiz^d get ' 
their way, and those who abdicate, delegate, 6r vegetate, get -taken." 

ISPIRC'h^s taken these two ideas and synthesized a wide based program 
for the organization. In short, ISPIRC has taken the two ideas ahd developed 
them into the working philosophy "Organize to act." . 

ISPIRG is part of a lar'g^r PIRG movement^ across the nation. Thiere are 
currently over 3p PIRGs, Public Interests Research Groups^ across the ' 
country. Therer are also" two Pi:iGs in Canada, one in London, and two in ' , 
Australia. Nationally, the PIRGs have a combined budget of over $1.5 
million and involve over 500,000 college students. 

Although ISPIRdtis not one of the larger PIRG» in the country, it is _ 
one of the^ronger. Over 1.0,000 students support ISPIRC. .each year. The 
lowa-PIRG hi^e^seven,3ta]tf/peopXe'on a budget of less than $40,000 a year. 
When asl^ed how ah organizaftion catjj^o that, I always try to explain that 
advocacjf for the public interest is not liierely an opcupation or a profession, 
^it is a lifestyle^ People work for ISPIRG because it is the "right" thing' 
vVto do. ; 

' • * " * 

Three^pf our st&ff. people work as fulltime lobbyists in the,, Towa legis- 
lature., '^rhiese staff members receive back-up support from 35 part-time 
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student lobbyists. Sometimes we are accepted, and sometimes we are not. 



• One day I was having a terrific argument with a lady about whether 
Iowa should..have an open-primary system based on a similar system in 
Minnesota. After becoming increasingly frustrated, the lady finally 
lashe^d out at me saying, **Your*re just one of those radical Democratic, 
student activists.'* I' plead guilty to all but the second. I'm not a 
Democrat. So I guess that leaves me as a ''radical. Republican, student 
activist." 

We radical Republicans in ISPIRG concentrate our legislative efforts 
in seven basic areas. These include environment, energy and transporta- 
tion, land use, social ^ervicqs, government reform, housing and consumerism. 
I wish to concentrate today on these last two areas. 

Consumer credit has been one of ISPIRG's high priorities. The Iowa 
legislature last year debated and finally adopted, the Uniform Consumer 
Credit Code (U-Triple C). It was more commonly called the Iowa Consumer 
Credit Code (I -Triple c). Although ISPIRG had a person working full-time 
lobbying on the Consumer Code, we won many battles hut lost several, too» 

ISPIRG successfully lobbied for the prohibition of flipping practices 
in the state of Iowa. We lost the battle to significantly limit the use 
of deficiency judgments in Iowa, however. The most heated battle was over 
the use- of holder in due course. The battle ended in compromise. A 
*1fetailer now cannot sell the contract for a period of thirty days. 

Another significant area in which ISPIRG has worked is in the area 
of landlord -tenant relations. Last year, the Iowa legislature, under the 
prodding of ISPIRG, passed good reforms in the area of damage or security 
deposits. Under the old law, ter^^ts had the burden of proof to prove 
that no damage had occurred if the landlord withheld the deposit. Under 
the law, which went into effect last July 1, the landlord has the responsibil- 
ity to prove that damage had happened if he is to withhold the deposit. 

Tlds year, ISPIRG is lobbying for further reform in tjie area of tenant- 
landlord relations. ISPIRG is su{>porting the adoption ol the Uniform Resi- 
dential Land lord -Tenant Act, more fondly known as URLTA. 

ISPIRG is lobbying for a better provision of seirvices to lowans. One 
specific item in this area, is the hearing aid legislation, ISPIRG received 
what I feel is its biggest compliment when the Io\7a Senate considered the 
hearing aid bill last session. The bill was scheduled to be considered 
on a Monday morning. However, on Friday acftemoon, it came to floor of the 
Senate for debate. Nov, if you know the Iowa legislature, you know that 
nothing happens on Friday afternoon. Usually nothing happens on Monday, 
Tuesday, Wednesday, or Thursday afternoons either, but nothing is supposed 
to happen on Friday afternoon. But the hearing bill came up for debate. 
All of the ISPIRG lobbyists Had retreated to the state office to catch up 
on some long over-due research efforts. But one of the Iowa senators 
stood up and said, ''Now look, we told ISPIRG that this bill would not be 
debated ^until Monday. I suggest we defer consideration until the ISPIRG 
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lobbvLsts are present/' The Senate agreed and voted to defer consideration. 



)i.e area in which more and more consumer advocates are becoming con- 
cerned, is the area of utilities. In Iowa, the Iowa Commerce Commission 
recently ruled that utility companies can no longer pay for promotional 
adver^'ising and then pass chose costs on to the consumer. It makes no 
sense, when the country is trying to develop a conservation ethic, to have 
utility companies advertise to promote consumption. Fortunately, the 
Commerce- Commission agreed, and tcxld Iowa utilities that if they were to 
adveruse, cl^ey must pay for it out of profits, , 



/ 



I can on and on with different consumer legislation that ISPIRG 
has supported in the Iowa legislature. Nursing home regulation, child 
care facilities, property taxes, , , but I would like to close with one. 
This Ici^islation lias great meaning, especially in the state of Iowa. 

I 

ISPIKC; has a staff member Storking on the bill which would prohibit 
corporate farming in the state of Iowa, The coalition with which we have 
been workinj^ can be described by only one word, "Weird.*' You fi*nd a 
student group working with the Famer's Union, the National Farmer's Or- ' 
ganiiitionp the Iowa C»range, and the National Catholic Rural Li,fe Confer- 
ence. And yet every group works as equals. • ^ 

Due to these efforts, the legislation to prohibit corporate farming . 
iu lova Vvab introduced in the Iowa House of Representatives with 72 co- 
sponsors. This is significant when you realize that there ^re only 100 
members in t:ie House, The bill was recently adopted by an overwhelming 
vote in the Mouse. . ' '* 

ISPlRi, ii> .L. unique type of organization in the state of I^wa. IS-PIRGers 
are a unique t%De ol people. I guess there just ai^en't a lot (if hard-core 
rabble-rousers concerned with someone else's interest around anymore. 

Thank vou for inviting me to speak today. 
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CONSUMER ACTION PROGRAMS 



Barbara J. McCandless 
) Assistant to the Secretary 

' Department of Commerce and Consumer Affairs 
State of South Dakota 
Pierre, South Dakota 57501 

On ljuly I, 1973, the department of commerce and consumer affairs 
truly be4.ame the consumer office for the state of South Dakota. On 
that date the various consumer programs associated with state govern- 
ment were consolidated into on^ department. And that's what I want 
to talk about this morning, 

I'm sure you are aware tViat many states^ about 20, have reor- ^ 
ganized their executive branch of state government. .South Dakota \ 
streamlined its executive branch twc^ years ago. Formerly, about 
180 boards, commissions, and departments were each responsible to 
the governor, who in our state has one administrative assistant, 
today, there are one staff and 14 line departments. One of those line 
departments is the department of commerce and consumed affairs. 

•The department contains the following ■ divisions: banking and 
finance, consumer p-rotection, human rights; insurance, .and securities, 
as well as the Athletic and Racing Commissions , ^and the Electric Medi- 
ation^'Board, which will- soon be aboj^ished. ^ (See organization chart 
on page 179 In addition. the 20 professional arid occupational 

licensing boards (soon to be 22) and £he Public Utilities Commission 
eport only to the department. In other words these 21 boards and 
ommissions perform their own administrative functions. 

The division of consumer protection cont;ains 4 programs: *con- 
sumer\protection, heavy Scales inspection, retail inspection, ^nd 
mobile home safety*. The newest program to become part of dhe division 
is the office of consumer affairs located formerly^n the attorney 
general's office. It- is the responsibility of that program, to receive 
and forward to the appropriate a&encies of state government the com- 
plaints oi any citizen of the state telatin^ to consumer affairs. ^ This 
is al^o the program that? administers 'the licensing of peddlers and 
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icit^rs.. X 'I ihf J^(>r-to-d» r s tir.>Mon A'.\d w.^nicii lhai .'pirate 
irt rln- stntc nrt^ covert-:! b\ that i tw* Aii>'^ all pcvialers and sjiicilorb 
-iK^: r^-.;iJ>v» '^^''^ '-'-^ mivIIU c^-air^ i.* whuh tiu-> wish t 

. :ht' c asuv.r ^ttnti.>n pr^i;ran> is albo rrsps^nsibK' for the 
.t-n! ^rc^'ntM\t f ih/^)fc^>,H 1 vv Irath- !'ract,ic^rs A'.t passtd in i K>^V 
'lii^'ilii^^t*^ t^at \it Wk' the '/K clarat I :i 1 i '.U- ;a 1 1 1 / r f the -id 
<:rTUck' t h.iit and switch, dtcfptive advertising, and c-:v/ o\ ih6 iuativ 
ad-.-^rt LSi^n^; and sales gimmickry that fall octwcon thcSt :wo v)lfcnscs. 
In addiMvjn to the vii vis i<«>n' s nain vU"ii>cc in Purro, tha* stale oa|>u>l, 
we •• iC\ li' Id tfiti m ^ioux r*illsi, .^hc sfau's ^u^;^•^>l city, uiure 
na'jv J n^u-'vrs LiU' thosr cv>npFaints. 

' \ rr ^Vvin jL^^at ' ^> Ven m >V*''rat'ir>n in S mU' :)ako?a lor a nuraber 
-^i i-ars TospvM.sihK' fv^r Mu* prevention a" ms laht* I ing , niishrand- 
1".;, <inJ adulterati n of l >od pr >du(;t??, petroleum products, paints 
:v\d ^^*is, as*well as^ the regulation •>r weights and me^asureS used in 
5; i.-cs'f ransuct i ^ns. That'^s the, Retail inspecti n f>rogram. We have 
ret-iil inspect »rvs wh > , t rs? sma 1 1 stales such as those'in grocery stores'^ 
f r iccijrarv. !!u-v 0\rck to see that foods are not misbranded as well 
ali t^ s»'t^ that packa»>'s t\)ntain the weights st^tCed on iliem, • Ihey 
al-> chec'^w ihe ^a^^iinr pnmps iu'SerVice stations to ^ee tT!^t they 
ar^ Pi-asurinK accurately. * 

* • » 

Aah'irjJ pro>;rair 'in the division is thc> testing and inspection 
* eavv dutv scalei^. We have 4 heavV"^*^^' i>^»^^ t rucks" equipped wi/h 
ti'5t weights and S'quipnent"- for testing scales. All the scales i» t^ie 
state are tesit*d at leifst once a' year, scales at livestock auction 
-nark^ts and' th se f livestock dealers, are iiested twice* a year. About 
1,^00 ht.a*r/ »5calt s aVe tested- annual ly i , 

Hit; -l^urLi.'^'and ixixdl pr^^g-ram in tlie' d i vision consumer pyo- 
/.ecti^r. is\hat r >bi kMi'ome^saf e'ty w On July I, .1973, coinci-dept^ 
al w:tri the r^anir.St i^^n of s.tate government 'a law known a& the South 
Dakora M uone- Safety Ac t became effective. Tt requires that 

J'ile s I ! in nth Dak i>^a must meet minimal heaUlu and safety 

st.^l^.daYds aiii i.n c'^mpl iance* with the Federal standards, A'NSI All9,l. 
In "rht-r.w^rds the electrical, heatin'g, plQmbing, 'and o^ns-cruQt icvi 
;c np'>-^n:^ ,;;ius J T\eet''the substantive standard^ of the ANfitlsafety code. 
We .^avc i^s>)ect.>^rs m the,, field handU:ig riobi 1 c' hi>me complaints, per- 
forrning the necessary 1 nspoc t ibri^of manufacturing facilities and pro- ^ 
Jucts, and seeing that the pro^er 's^^als are .placed on these homes 
bef -^r;:^ the»y are offered for sale in Soytih Dakota, It is- illegal to 
Cs>nnect utilities t^ any -raobi'le h6me manufactured aft^r July 1, 1973, 
unless it has- the seal issui^d by '►the division-.. 

• • * * " 

In.- su^.ary 4 'd* l ike To craphasiz? that the consumer functions of 
statt/^vrrnlnent ^re. located primariW in one department. .Having one^^ 
ccj>^ai agencv nakc^-i* <'as?er f<^r t>ie c. psune^ who .wishes ' to lodge a 
cor:p,ain*'. ; * • * , * • 
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RI-^'IAKKS Bfci'ORE 



Tin: iVMKHICAN COUNCIL ON CONSU>IKK INTERESTS 

• Cathy 'fi^ts, Director 
Consumer Relations Board ^ ^ 

Kansas State ,l?niversity 

• X- 

The Consumer Reflations Boar<f at K-Scate is Involved in many of the , 
same activities that other members' of the panel have shared with you this • 
morning^ ThQ Consumer Relations Board at K-State acts as a mediator 
and clearing-house for consumer grievances, and as a source for information 
and advice. We provide .educational p^fograms that ^pnsitize consumers to 
their rights and responsibilities, as well -as to .their rolp in the market- ^ 
place. We conduct research p^rojecjts on topics affecting, local, consumers, 
arid we lobby for consumer legislation on the city and state level. But 
all this didn' t'happjl^ overnight. It's the fruit of four and a half years 
of continued expansion* . n , ** • 

So^ instead of expounding upon the particulars of our procedures for 
handling complaints, or our research or education projects and dupli- 
cating things that have atready been presented tfhis mpming, I'd like to ^ 
share with ToU the history and structure of the Consumer Relations Board. 
Not that we have t^e mo^t impressive organizatiotf, but perhaps we are unique 
in that' have contihiled to ^grou^nd expand slnfce our creation. 

The .Consumer Relations Board was conceived by the minds of Bob Flash- 
man^(now completing his^PliD. at Ohio State) and eight other students who 
were searching for relevance and involvement. They recognised thkt students 
share many of the problems experienced by other groups of low-income, highly 
mobile persons. Isolated from familiar markets and Service. Al^o, since 
most students are changing their life pattern and orientation from depen- 
dence to independence, s^tudents are especially, vulnerable to consumer prob- 
lems ranging firom simple misunderstandings to outright frauds^ Fl^shman 
appr oached the St udent GoVecfiing Association ahd convinced them of the need 
for a Consumer Relations Board. Tliey ogened their doors with a iQt of 
volunteer determination and $50 for operation expei^ses, but as an official* 
function of S.G.A.* ' ^ ^ • , 

Our^irst steps were slow, c!*autious, but determined. One successfully 
haTidled complaint, one research problem at a time, we built the cre^bility 
that* has made us a respected part of the Manhattan community. 
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When we first began,. there were two widely held opinions among local 
businessmen. ""'One, "it's just another student fad ignore them and they'll, 
go away/' And in light of the concurring student unrest, riots, and burn- 
ings that were taking place-^on campuses across the United States, some 
businessmen looked upon ^the Consumer Relations Board as, ''a: radical stu- 
dent movejnent., . . out to destroy the free-enterprise system and every busi- 
ness in Manhattarflpl' But, we haven't gdrie away, even though some businesses 
have tried to ignore our existence. Our visibility heightened when a 
filling station manager looked out one July morning to find members of 
the C.R.B. picketing his station because he had refused to negotiate any 
settlement on a consmer grievanc^ To date, w6 haVfth't closed any reput- 
able Manhattan business,, but we l^ave stapped several fraudulant ventures 
that not only rob cohstmiers, bu£ divert sales from honest merchants. In 
addition, we have ^resolved hundreds of consumer -business grievances that 
were simple luisunderstandings caused by breakdowns in communications,, which, 
if left unresolved, could have resulted in a dissatisfied customer and a 
tinted public image as well. 

Perhap§ a more tangible indication of our creditability was our suc- 
cess, in obtaining the cooperation of the Manhattan Chamber of Commerce in 
establishing, a branch offiqe Manhattan Consumer-Business Relations Cen- 
ter. Out physical appearance fs modest. We have a comer of a conference 
room which houses our files, desk, phon^, and a few thousand promotional 
brochures. But there is nothing modest about the increasing demands from 
tfhe community for the same service that we have provided studenfs in the 
past. Other indications of our progress aren't always as obvious. For 
example, recently a business member of the Chamber's advisory committee 
in discussing our goals for the coming year, said: "I wish you'd direct 
part of your educational progj'ams to making people realize that the, market- 
place is a two-way street. Sometimes what holds true for businesses also 
holds true for consumers." I'm not sure I've always put it exactly that 
way but. • • • ' ' 

Since our inception there have been several similar groups started on 
campuses across* the country. Partially because of the distribution of Bob 
Flashman'^ book. University Consumer Protection , many are patterned after 
the Consumer Relations Board at Kansas State. Qthers have taken the funda- 
mental concept and conformed it to their local need3 and resources. In our 
own state, boards were started at six other state colleges,' three have sur- 
vived. What's our secret? I don't, know that there is any one answer, but 
one important reason in the continuity we have been able to build into our 
program. 

Students by their nature are transient. At most, they are on campus 
for 4 or 5 years. It is necessary, therefore, to have within the structure 
of any student group a firA foundation to support the program from year to 
year as the students come and go. Our support has been the Department oJE 
Family Economics. Even our existence xan be attributed to the foresight 
and dedicatio^i to the consumer interest of its faculty members such as. Dr. 
Morse, Albie Rasmussen and Bill Fasse,. who "built the fire" under the group 
of students that started the Consumer Relations Board; and their continued 
encouragement for student consumer concern. As a service of the Student 
Governing Association, we function independently of the department but 
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faculty members stand ready to advise -wlien called upon/ The three direc- 
tors. have been master , degree candidates of the Department of Family Econo- 
mics. Because of th^r olrientation to consumer problems during undergraduate 
work, they were much better prjfpared^ to eicecute programs and sensitive to, 
the need for advocating policies in the consumer's interest. Also, ilhder- 
graduate students ar^ involved with the Boardls activities. They may 
receive one hour of class credit in Family Economics. They provide the 
CRB with the man-power needed to give each complaint individuaf attention, 
and they benefit from the opportunity tq apply, classroom theory to real 
market conflicts. No other labpratory could begin to o£fer this type^of . ' 
experience. This semester, we have 20 students enrolle;! in "Consumer Re- 
lations Practi(tum." ^ 

"There may not, be a Family Economics Department on your campus, but 
I am sure there is' some academip home for this type, of reciprocal relation- v 
ship. ^Other groups have found assistance' from the College gf Business, or ^ 
Economics. Still others have found simply one sympathetic faculty member. 
My point is: there must be an academic home, to foster the continuity that 
is essential to any student endeavor. 

We have also be^n fortunate in the financial assistance, that the 
Student Governing Association has continued to provide us in' fulfilling * 
their goal of ^providing relevant student services. Strudent Senators recog- 
nized this as a causfe which brought direct benefits to '.all students. A 
random survey conducted for Dick Retrum's, thesis'^ last yeat confirmed their 
faith, as ninty per cent (907.) of those responding considered CRB to be a 
Valuable service. SGA' prbvide's us with free office space, postage, phones ' 
and a Stat^ WATTS line, ^ and a paid director's position. This, with the aid 
of the Chamber of Commerce, has allowed us to be politically independent and, 
still provide a free service tp consumers. Your set-up doesn't have tq be 
elaborate, remember we started with $50. But, if you prove your services * - 
are of value, funds for expansion can be found but I'll be the first to 
confess it'^not an easy task. I have waiting for me when I return nextN - , 
week, our yearly allocation proceedings, an^ the re-education process of a 
new legislative body of the service we do provide. 

Like any new organization we have experienced growing pains. But, we 
have -advanced from our childhood and are now racing through the awkwardness 
of adolescents; but some 'day soon, like ACCI; we too can .s^y "we're'of age." 

The vastness of student interest in the consumer movement is ^evident by 
the record-breaking student participation at this year's conference. More " 
students are seeking involvement, practical application of their classroom 
exposures, and P^aration for later careers as professional consuierists. I 
offer the concept^^f a Student Consumer Relations Board as a vehicle for^ 
extending learning beyond the classroom and providing students with the ex- 
periences they are seeking. , ' , ^ 



182 



ERiC . r 19 



Footnotes. 



^ 1. Copies of Bob Flashman's book, University Consumer Protection ^ Dick 
^ Retrum's Thesis, '^Students Identification with the Consumer Relations 
Board," and other materials explaining the Consumer Relations Board 
at Kansas State, are available from: " . ' 

f - * ; ^ - 

\ Student Governing Association 

\ ^ ^ K-State Union ^ ' ' 

Manhattan, Kansas ' 66506 

\Enclose $3.50 for printing and mailing costs. 
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'CONSUMER AFFAIRS CLEARING HOUSE: A MODEL. FOR 



, LOCAL CONSUMER PROTECTION 
4> • » . 

Kathleen' Brdwne Ittig - ^ 

• Assistant Professor of Consumer 
» and Business Studies ' " ^ 

State University College' at Buffalo 
* • Buffalo, New' York 14222 ' 

For years consunfer educators have been urging consumers to r,egister 
complaints about products or services with both the merchant or manufacturer 
involved and with the appropriate jjftpcrnment agency when fraud is involved. 
As Bymers has pointed out, "There isn't anyone operating in this con- 
sumer -education business who hasn't wished from time to time that he 
really knew the extent of q^onsumer dissatisfaction." (2:10) 

'At the, hearings^ held by Cqngre^s last Spring (1974) on thfe ill- 
fated Consumer Controversies Resolution Act (S,2928), the first witness, 
Mrs, Virginia Knauer,;Special Assistant to the President for Consumer 
Affairs, labeled consumer complaint handliag and resolution as "an orphan 
in thi.s phase of consumerism." (3:24) Whi.U stating that the individual 
complaint is a "vital indicator of our relationship with the consumer," 
sh^ emphasized that "we don't know very much about the total {Ifosaic of 
current 'complaints." (3:24). , ' ^ 

As part of her testimony, -^rs • Knauer outlined jiohe needs which in 
her perception must be met before, the" bptimal method pf resolving con- 
Siimer complai,nt& can be identified, ^mong the needs she listed was the 
need "to refine and analyze proposals for a uniform system for accumulat- 
ing and publishing consumer complaint statistics in, order to establish, 
priorities" as well as the need '"to better define the role of State ahd* 
local consumer protection offices and determine the resources required 
to play a primary or monitoring role in the development and operation of 
complaint resolving system." (3:25) V 



' Background 



Consumer Affairs qiearing House fop Western New York was inaqgu^ated 
in Buffalo on February"!^, 1972 as a joint effort o^over twenty .(20) 
government ancj private y&gencies to coordinate the resolution of consumer 
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le imj5etus for 



> 

(iomplaint^. The imptftus for establishing Consumer Affairs Clearing House 
came from the Consumer Cotomittee of the Buffalo Federal Executive Board 
under the' leadership pf the then director o,f the defunct Western New * 
York Office of the Federal Trade Commission, Earl Stackhouse. 



Most of tiji.e initial participants represented law enforcement agencies 
at some level of government. Non-government input was provided by repre- 
sentati^ves from tjie Urban League, State University College at Buffalo, , 
and the Better Business Bureau of Westerrf I^ew York. Figure 1 presents a 
model of the traditional consumer coit^plairit^ settlement system, under which 
the^ consumer contacts consumer redress ag/enCles^ ,on a hit or miss basis. 
.Figure 2 presents the basic idea behind 'the Consumer Affairs Clearing 
House which centralizes the complaint handling proc<^s. 

Consumer Affairs Clearing Rouse was formed for the purpose ofi maxi- 
mieing the effectiveness of the consumer protection agencies in Western 
New York." ^ Coordination of Ijaw enforcement activities in^Tie consuiner. 
fraud area>has been CACH's major, thrust. Prior to^th<? formation of CACH 
many of the agencies operated, in a vacuum without any associatiion with 
others working on related problems. This criJated several difficulties 
including duplication of effort as represented by two or more agencies 
working to shlve the same complaint because of overlapping jurisdictions 
or vague statutes; as well as lack of recognition of serious community 
consumer problems because only the "top, of the ice*feerg'* was apparent to 9 
any one consumer agency. ^ For example, twenty separate complaints involving 
only one compafny were spread among, fifteen different agencies. 

After three years of op'eration, Consumer Affairs Clearing House ^uf- 
rently has the cooperation of twenty-seven (27) agencieg swerving the co*n- 
sumer in Western New York.^ Twenty-four (24) of these agencies are gbyern- 
ment agencies with Vriryirig degrees of responsibility for consuijjNer pr^ 
tion including five city agencies, seven'' county agencies ijn^^iip<^i^t ies 
in Western' New York, five New York StSte agencij^s and seven" federal agen- 
cies. The remaining jhree are private organizations: the 6eGter Business 
Bureau of Western New York_, its subsidiary, gohsumer Forum, ^nc, and 
NefVspawer of the Buffalo Evening News. Figure 3 pres,ents an illustrative 
classification of the participating agencies. 



Goals of CACH ' * 

As outlined by Stackhouse, The Consumer Affairs Clearing House was 
established to nteet six goals. 

p' 

1. To eliminate consumer frustration by providing a' single 
telephone number that a consumer can call to* furnish 
iriformatian, make an inquiry or register a complaint. ^ 

2. To improve the quality of the resrftts of processing consumer 
complaints . » 

3. To relieve the law enforcement activities of -much routine 

administrative work by providing a Clearing House to 

accomplish the preliminary processing of consumer 

Complaints, ^ 
^ 185 • 
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4. ^ To afford the legitimat;^ businessman a reasonable mea^s 

of resolving consumer ^complaints , where no violation o£^ 
the law is involved. 

5. To provide for an effective, coordinated effort by law 
enforcement activities where a violation of law appears 
to be involved. , • 



6. To prqvidQ elec.ted officials with an additional 

management' tool which can assist thein in resolving 
problems for consumers oi their' constituenci;GS, (6) 



/ 



Structure of CAQI 



/ 



Consumer Affairs Clearing House is l9osely^ organized and ^functions * 
through missiofi-oriented committees under. 'the feadership of t^e c^iairman^ 
Figure A is- the*CACH .organizational chart, * 

The Chatrman of CAGl appoints bath the steering committee and the 
advisory committee. It appear,^ that the chairman is 'arrived at t:brough a 
consensus of the participating^agencies. The firs.t chairman^ \Jas the > 
director of, the regional FTC office and the current .chairman is Assistant ' 
Attbrney General ia Charge of the Consumer Frauds Bureau of Western New 
York, The Advisory/ Commit toe was formed as' a citil^^'s commiti:ee designed 
to overkee CACH operations and verify" that compjaint^are being propetly 
referrefd to the appropriate law enforcement; agency*,- The Steering Com- 
mittee |which is composed of the chairman, of each of the five* sub-commit-' 
tees: 



Law Enforcement - consists of a -representative" of each par- 
ticipating agency who meet monthly for the purpose ol^'iiv- 
formation exchange and investigation evaluation as well 
as recommending legislation and ne^de^i education programs, 

.Consumer .Policy Committee - membership includes citizen^ 
academic and Legal representation designed to- review CACH 
data for the purpose of proposing and supporting legisla- 
tive action, < ' * . 



Education Committee - membership includes both CAQI members 
and educators, and community organizations ; designed to* 
develop and promote consumer .education programs that 
complement CACH activities and involve the participating 
agencies. 
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4. Training Committee - membership consists of representatives; 
oi i^rticipating ag^^ncies whose responsibility is to plan 
training sessions -for BBB personnel in'order to facilitate ' 

^ efficient and accurate refprrals* 'from the BBB to the law - 
enforcement ' agencies I 

• # 

5. Operations and Administration Committee - membership 
includes BBB personnel who arc responsible for the day-to- 
day consumer complaint handling and CACH referrals. 
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CHAIRMAN 



<- 



ADVISORY 
COMMITTEE 



STEERING COMMITTEE 
(Composed of CACH Chairman and aiarrmen. of Sub-Committees) 



I 



\M ENFORCE- 
MENT 
COMMITTEE 



EDUCATION 
COMMITTEE 




TRAINING ' 
COMMITTEE- * 



1 



OPERATIONS . ' 
, AND AbtriNIS- 
TRATION COl^ 



Figure 4. ^ 

Organizational Char t» of^ Consumer Affair Clearing House 
of Western New York 
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Operation of CAC» . ' ' 

Consumer Affairs Clearing House operates' throygh the use of a central 
phone number (856-7180) which ties into Che Inquiry/Complaint System of the 
Better Business Bureau of Western Now York, the EBB provides most o> the 
financial support for cXai operations as well as the physical plant and 
personnel- without expecting to dictate policy, \■n^en a consumer calls in a 
complaint it is handled routinely ^?s a Better Business Bureau complaint 
which means tl\at the consumer is sent a '^Customer Experience Record" which 
must be filled out dnd returned before further action is taken. However, if 
the consumer complaint involves food, health or safety, the Better Business 
Bureau refers them immediately to the govirnment agency with proper juris- 
diction for immediate handling, . Further, if private legal action is pending' 
on the comp-laint or if such actiort^is being contemplated by the consumer, 
CACH will not handle the complaint,' Figure 5 presents the complaint handling 
procedure of Consumej:^ Affairs Clearing Hou^, 



Qonsumer Affairs C'lear\n\^ House Dat^ Bank , 



1 



The BBB nf Western 
a year under this system 
coded and stored for use 



in, a special compute 
Service Bureau Corpor'ntibn of Washington, D,( 



lew York hancMes an average -of 12,000 forraali complaints 
described ab^ve. Data on each of these complaints is 



r program designe(i and 



for the National Coiincil pf 



At the presjent time, all computer work is 



1) 

2) 
3) 
4) 

5) 
6) 



7) 
8) 
9)1 

10) • 



done in 



Better Business Bureaus, 
Washington. . 

file CAGi daea^'coll^cted includes the following variables on ea<h firm: 



operaC^ by 



Company 1,D. nijmber 
CpmpaAy name 

Current numberlof complaints (monthly) 

Number of compjaints against compan/ as a percent of all 

complaints against all companies (monthly) 
ilbtal /dumber c| complaints ^or previous 12 months 
RewDlution of consumer compflaint 
-a) Settled 
b) Unsettled 

Year to date (YTD) inquiriet abo'ut^the firm 
Ty^e of Business 
Report Code 
Complaint* type - 



} 



The Consumer Affairs Clearing House /jC Western New York has decided that! / 
it should collect more specific data thafNis currently utilized by the National ^ 
BBB^'program and it has there-fore been attertmting to refine its dita classificlat ioQ 
in some areas. For example, a new set of cbmp*laint resolution codes expands 
the former two category code, to 14 categori^. William Marx, President of 
the BBB of Western New York, is hopeful fhat these more specific classifica- 
tions will be more useful in evaluating^ the CACH operation. ^ 

203' . ■ • 
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■Figure 5. Model of Consumer Affairs picaring' House 
I ' Complaint Handling Procedure 
. ' " • ' 192 



of evaluating the 
ents of the county. 



Evaluation * • . " | 

* Coi)Puiher Affairs" Clearing House appears ta have had good success |n 
, meeting many of the six goals vnitlined above. A' central phone Une h^s 

* beep estat)lished and* law enforcement agencies h^ve been relieved of the* 

• routine administrative duties involved in liandling complaints. In addi- 
tion CAQV has served as an effective forum for coordinating efforts by 

Taw enforcement activities. For example, wheh CACH became aware of 
consumtsr concern about the false advert.ising of meat products the CACH ^ 
law enforcement officials called a meeting of retail grocers and pre- 
sented an. educational review of tlie existing laws along witn a warning 
that meat . advertising practices were under surveillance. This effwrt was 
supportjed by wide spread media coverage. 

4 • 

Two studies are TiVw '.n the final stages of evaluating Consumer 
Affairs Clearing House anc after^1:hey arc i.ompleLed mrre concrete evaiu*- 
ative informatior should b( available. One study is 'being done by t)ie ' 
newly formed iZrie Coanty Cunsume^ Protc5:tion Committjee, a county govern- 
ment organization crorted initially foi: the purposes] 
^af fectiv'ihess of alL ( onsumer* agen>:ies serving reslc 
Some of Lheir prelimi-iary conclusions will be discassed below. ^The ' 
^se^ond study is a foroal research study being, condulc ted by the author 
und?r a grant f>-om the Office of Consumer^ Af lairs , 'DHEW, "Evaluating 
the Ef fectivcnesjs of Consumer Redres'S Mechanisms in Erie County, New ' 
York'* to be compjveted by July 1, 1975. 

5ome arias pf C tnsumer Affairs Clearing House, do stem to need strengt;h- 
ening lnclud?,ng (both procedural issuers and philosophical issues. However, 
most of the p^rocedural issues hinge on the. philosophical issued. It hasi 
been recommended that "consideration sho^uld be given to the* possibility pf 
taking over the functions of the Consumer Affairs Clearing House by a 
public agency sucl^ as the Erie Ccunty Consumer Protection Committee" (!)• 
Others have recommendeJ that such an operation be housed in the Office 
of the Attorney Genera v 

The major issue that has arisen in this regard is 'thelack of formal^ 
accountability of CACH to l^^ consumer citizenry, CACH is not formally 
responsible to any citizeir^l f or its action^ Further since the activij;^s 
are primarily handled by the\g^tter Business Bureau, many citizens wh(> ^ ^ 
have negative feelings about ^e I^BB sponsorship and resultant pro- 
business bias or previous bad expediences with the Bureau refuse t;o use 
CACH once they' find out,*'^ Less^th-an one'', in ten complaints are actually 
referred by BBB to CACH,, As pointed out by Brinson, . "the fact that CACH 
refers only one or txv'o complaints per day to its affiliates tends to 
indicate thet CACH i^ not living up to its full ^potential" (1). Accoupta- 
bi'.ity* a\sc aas implications lor- fiinding, *Since the BBB of Western New 
York prpvides the major funding, they justifiably have a veto over CACH 
activities tliat cost money unless outside fudi^ng is available. Further,^ 
the Bureau /nasNdtimate dontrol oyer CACH data an^l has hei^n known to 



*A11 written Jorms sttnt to the Consumer by CACH are^he traditional BBB' 
forms and are 's\ liabeled. 
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request a formal supeona from the Chairmaa of the Clearing Hqusfe -(who 
as mentioned above, is an attorney general) before releasing infatmation. 
Not only does thq local BBB control the data but since tH^/data is 
processed in Washington, D.C. in cooperation with the National Council 
of Better Business Bureaus," the Council is in a position to veto local 
decisions, for example, releasing data on company names and locations to 
university researchers evaluating the progiram. 

The second concern is whether or not CACH should have an advocacy 
role especially in the complaint handling procedure. Currently, since 
the BBB format for handling consumer complaints has been adopted, CACH 
through the BBB dqes not take sides and thus do^s not attempt to represent 
the consumer's viewpoiint. However; complaints referred to CACH parti- 
cipants are handled in view of the agency's philosophy about advocacy. 
Consumers who go so far as to formally express a complaint are usually 
seeking at least guidance or advice if not advocacy, if not, they 
would have handled the matter privately. Currently CACH is not inter- 
ested in that role although it doo^have potential in the advocacy 'area. 

Overall Consumer Affairs Clearing House has great ^potential and 
has made great strides in providing an effective, centralized method 
of handling ^nd documenting consumer complaints. If CACH data collection 
procedures were more widely emulated decision makers at all levels of 
government and in business would be in a much more enlighte^ned position 
from which to make decisions atout consumer and business policy. 
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Footnotes > 

\. Hearings were held jointly by the Subcommittee on Consumers of the 
Committee on Commerce and 'the Subcommittee on the Representation of 
Citizen Interests of the Committee on the Judiciary on S,2928, a 
bill^^fo establish national goals for the effective, fair, inexpensive, 
\^ and expeditious reolutfl-on of controversies inyolving consumers, 
and for other purposes** 




Appendix A 

Members of Consumer Affairs Clearing Hous 
Western New York * 



Alleghany County BureaiS of Weights 'and Measures 
Better Business Bureau of Western' New York 
Buf fald^Bureau of Weights and Measures 
Buffalo Inspection and License Division 
' Consumer Fotura, Inc. 
Consumer Product ^Safety Commission 
Ehrie County Attorney's Office 
Erie County Bureau of Weights and Measures 
Erie County Department of Health 
Erie County District Attorney's Office 
Federal Communications Commission 
Food and Drug Administration 
Internal Reveftue Service 
Jamestown Police Department 
Lackawanna Bureau of Weights and Measures 
New York State Agriculture and Markets 
New York State Attorney Generaljf Office 
New York State Bureau of Weights aftd Measures 
New York State Department of -Tratispo^tation 
New York State Health Department * 
''NEWSpower*' of the Buffalo Evening News 
Niagara jCounty District Attorney's Office 
Niagara Falls Bureg^u of Weights and 'Measures 
United States Customs Service 
United States Department lof Justice* ^ 
United States Post Office 

Wyoming County Bureau of> Weights and Measures 
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REMARKS BEFORE THE 

• » 

A>iERICAN COUNCIL ON CONSUMER INTERESTS 
\ ' • ^ 

I ^ ' Paula Heichel 

1 Neighborhood Legal 5«rvice Program • ' 

Washington,»D. C. 

Legal Service^ Programs came into being in 1964 through the passage of 
the Economic Opportunity Act. These Programs were founded und^r the* concept 
of providing eqpal access to this country's ^yltem of justice*to all citizens. 
In particular, the 'Ptqgranis were to provide Mgh quality legal assistance to 
thd^e who othervise would b£ unable to afford adequate legal counsel. . 

. With the impending termination ,of OEO last yeat, Congress was forced 
into action to find a transfer vehicle which would allow for the continuation 
of free legal ^ervic^es to the poor. As a result, the Legal Services Corpora- 
tion Act (H. R. 7824) was passed by both the House and Senate, in January .of 
1974. The Act "e^tablish4d a i>rivate, non?membership, npn-profit corporation 
for th6 purpose of providing financial support for legal assistance in non- 
criminal proceedings and matters to persons financially unable to afford * 
-legal assistance." " • 

Currently, there are Legal Services Programs located in Metitopolitan and 
rural areas in every state as well ^s all the U. S. territories, including 
Puerto Rieo, U. S. Virgin Islands, American Samoa an<^ Guam. ''^ 

\ I i ^- ^ if ' 1 ' 

All of these JLegal Services Programs provide free legal services^ in 

civil proceedings; to- all eligible clients. To. qualify as eligj.ble, a cliept 

is permitted to /earn, ^if single, $72. OD take home pay weekly, married, ^ 

$92. QO plus $20jOO per dependent. ^ , ' , 

r ' . ' ' I ^ ^ ' 

Even at this low^incon\e JEigure, the Neighborhood Legal S.ervices Program 
of the District of Columbia ^serves 300,000 indigent residents. NLSP operates 
on an annual budget of one million dollars.^ The staff is comprised^of 3t 
attorneys, 12 Paralegals, 16 secretaries, 12 Administrative personnel and 10 
investigators. . Th^re are 6 Neighborhood .or storefront law offices spread 
throughout the city in five law sections, namely. Administrative Institutions 
Law, Consumer Law, Family Law, and finally Housing Law. 
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During Neighborhood Legal Services ten years of existence, we have found 
that providing legal services to our clients is simply not enough. Many cases 
we handle on a day to day basis do no more than treat the symptoms of prob- 
lems rather than the underlying causes. 

We are able to ward off a collection agency, a landlord, or retrieve a 
lost SSI Check,, only to have clients back on our doorsteps within a month or 
two with similar problems plaguing he or she. In the attempts to rectify the 
situation, too often we overlook the most obvious of reasons — why a person 
seeks legal assistance at all because he or she does not know how to 
avoid such problems from the beginning and because he ^or she lacks the know- 
ledge needed to make an adequate decision when confronted with a legal prob- 
lem. 

We believe there exist in a necessity to impart legal advice not only 
at the point of office contact, after the trouble has occurred, but also in 
the street and in the home where such knowledge can do the most good before 
the problems come into being. 

Because NLSP is aware of the special problems of low income consumers, 
'\^e have become increasingly involved in the educational process of D. C. 
residents. For the past year and a half, in additiqn to litigation, negoti- 
ation and arbitration, community legal education has become kn integral part 
of this Program's activities, from November of 1973, until November of 1974, 
educational programs were coordinated and administered by the Program's VISTA 
Volunteers-, of which I was one. 

vista's were used for this purpose to allow staff attorneys the time 
required to prepare court documents and litigate the inordinately large num- 
ber of cases our attorneys assume. 

With the recent reorganization <jf the Program and the addition of Para- 
legals to the staff, I have been able, to assume the responsibility of commun- 
ity legal education as part of my duties as the Paralegal for the Consumer 
Law 'Section. ' 

The objective of our *'Stre^t Law" course^ as it is called, is to expose 
students to^ all aspects of the law. In so doing, we present the topics in 
such a manner that the materials covered are easily comprehended by parti- 
cipants.. In other words, we attempt to provide a basic understanding of th6 
law that will facilitate tl^ students' knowing how to use the law to protect 
\their rights while making them aware of their legal responsibilities. ''Street/ 
Law" is composed of the following topics: 



1. Housing-Tenant^. Rights 

2. Advertising and deceptive pricing 

3. Fraucls^ games and gimmicks 

4. Guarantees and warranties 

5. Ttuth in LendingXand Regulation Z 

6. Contracts 

7. Indlvidua.1 artd Criminal Rights 

8. Domestic Relations ' 

9. Administrative Law 

, ' 19^ 
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The operation of such a street law program is relevatively simple. 
Initial contact.4 have been ia tlie past and are presently directed to me, 
I present the course outline to the prospective group at wliich time topics 
^ are either added or deleted. From' there I enlist the help of our staff 
attorneys and Paralegals. 

\^cx\ topics are chosen beyond our staff's field of expertise, I turn 
to outside sources for assistance, for example, the topic of insurance, 
understanding your policy we have agents from area insurance firms come 
Co the session and explain to the students wliat coverage they are entitled to 
under their ii)dividual policies or, when tlie topic is vocational schools, 
we rely upon tlie community liason officer of the Federal 'Trade Commission. 

In essence the Program is" designed specificcjlly for the group to whom 
it will be offered axxA set up^in such a way that no one person -is respon- 
sible for teaching more than one topic. 

The first street law course offered by NLSP^was taught for Washington 
Saturday College, a free adult education program^ The students ranged in 
age from 18 to 54. Classes were held on twelve consecutive Saturdays fol- - 
loving the general course outline. Certificates were awarded upon completion 
of the course. • < , 

• The second street la\^ program was conducted for the Jntemal Revenue 
Service - Summer Intern Program. Every summe.r, 100 inner-pity h^gh school 
student's, junior and senior rgrade level, are employed by thd IRS. In con- 
junction with their employment, i^ems are required to attend two courses, 
then are offered two elective courses -- street law was one of these two 
electives. We had 26 students participating, ages 16 to 19. To meet the 
needs of our audience, the course outline was altered to include buying 
clothing, furniture and ^appliances , ^hopping for autos and auto reposses-' • 
sion, and vocational schools. Along witli classroom sessions, \,students Misit- 
. ed criminal court where they witnessed arraignments as well as a juvenij[e 
0 trial for assault and battery.^ 

t . , \ 

Our current program is being offered fo^ the patents of children at 
the Rosedale Day Care Center. The parents meet once monthly , at/which time 
we provide a speaker. In this six-month program, the topics di'scussed were 
chosen by the parents themselves. 

TKe newest and prob^ly most ambitious prograpi y^ill start this month, ff' 
In co'bperation with twelve attorneys from the. Consumer Section of the D.C. '/ 
Bar Association, the Coivfeumer Section 'of Neighborhood Legal Services will 
. , conducf a 12-session prdgram^ for the Model Cities Senior CitizQn Center. 
, The Center services 65 senior citizens on a daily basis. As in previous 
programs, topics are tailored for the audience. Therefore, this particailar 
program will also delve into the needs for a Will and Probate Court, tax 
relief for the elderly, institutional rights, private pensions, with special 
\ empliasis to be placed on adminisitrative law, SSI, Social Security, veterans 

benefits, Medicaid and Medicare, and Food Stamps will be discussed at great 
length. ' ^ . / ' ^ 
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'A number of/ these sessions wilt be videotaped by ^Federal City College's 
Insitute of Gerontology. It is hoped that these tapes will then be used to 
traip Department of Human Resources Homemakers who work with elderly shut-, 
ins. The Homemakers will be t?ained Co identify potential legal problems, 
then act as go-betweens for the shutiji-ins and the prpgram. 

Another project in progress is our preparation for Law Day (May 1).^ 
This year, the Unified Bar of D.C. will hold legal education seminars at 
all nutrition sites for the elderly and in nursing homes, both public; and 
private. I am workijig with the National Senior Citizens Council in develop- 
ing cpurse materials to be used-by the lecturing attorneys. 

V ' 

Q ^ 

Because of our limited budget, it' is essential for the Legal Services 
Program to use only those resources that ate available to us at.no expense.. 
To date, we have been very .successful in coordinating and conducting our 
educational programs without incurring expenses. Resources such as those 
X that are at pur command exist thrqtijghout the country. In closing, I would *• 
urge all of you who may be interested in developing legal education programs 
in your community to contact the ijearest legal services program for your 
locale or your'Alocal bar association.. 

* * * 

c 

I have with me the nationwide list of legal services programs. 
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I ' ''leadership miNING PROGRAM FOR - . . 

» » * . * 

. - VOLUNTEER CONSUMER LEADERS . ^ • 

. Dr. Ruth D. Harris ' ^ . , , • ' • 

Program Leadqr^ • * 
* 0 Home Economics Eduq^.tiqn - 

, . A Cojisumer Leadership Conference ,was Held at the Ramada Inn of 
Alcxandria/Virginia*$ on October 11-14, 1974, in cooperation with 
Virginia Polytechnic Institute* and Stat« University, the Virginia 
Citizens Consumer Council, Inc., the Office ol Consumer Mfairs and 
"the Consumer information. Center, General Services Administration. The 
purppse of this conference was* to provide leadership training for poten- 
tial volunteer consumer leaders from throughout the State of Virginia. 
k^' advisjory, committed composed df members from the Office of Consumer 
Affairs, the Virginia Citizens Consumer Council, Virginia Polytechnic * ^ 
Institute and State University, and the State Supervisory Staff of 
Vocational^ Home Economics Education provided guidance in. planning a^d 
conducting^tihie' Consumer Leadership Conference. 

Emphasis was placed during the conference on (1) th6 development ^of" 
cotisiiiner leadership skills, (2) understanding consumer policy making, 
(3) understanding the legislative process, (4) developing volunteer con- 
sumer programs, (5) conducting consumer projects, and (6) d^\^eloping 
communicatiQifc..skills. Speakers were selected ^for the conference because 
of their expertise in v^r^.ous aspects of the consumer field^ The cul- 
mination of the workshop included each indi^vidual' s development of a plan 
for conducting a consumer leadersihip activity. 

This report* provides 4 summary of background information, program 
. participates, ^conference objectives, program agenda, evaluation, pro- 
ject summaries, and recommendations. 

/ ■ 

Program Participants 

u Sixt^^ six individual^ attended the conference - 50 participants and 
16 observers. The program* participants came from a variety of backgrounds. 
Most of the participants had limited experience in consumerism, and had 
expressed an interest in becoming a vt^lunte^r consumer leader in their own 
community. Eighteen hours of instru(J'tion were given on consumer concepts ^ 
and skil^. The participants in the conference received^l.S continuing 



202 

214 



education credit's from Vifginia Polytechnic Institute and State Univer- 
sity. * > , . ' . , . . 

The participants conducted a follow-up activity after the confer-., 
ence. A list of their p^roject topics is the section on project summaries. 



Purposes and Objectives" 

The purpose of tHe project was to develop and implement a model 
consumer leadership tt;filining program for potential volunteer consuifter 
leaders. Throughout the nation, consumers at the, grassroots, level are 
expressing a need for more expertise in handling consumer problems. Al- 
tljiough the heed has been acknowledged for some time, it has been intensi- 
fied ^by current economic conditions and inflation in the nation. Con- 
sumer .organizations 1;iavc recognized this fact and begun to assist at the 
grassroots level in "^fhe community. However, the members of the organi- 
zations in many cases themselves need training in leadership^ skills as 
well as consumer problem-solving techniques in order to effectively help 
consumers solve the;lr problems, 

i • • • ' 

The major objective of this project was to d(*velop and implement a 
model consumer leadership training program for potential volunteer leaders. 
Specific obiectiy^s were as follows: ' ^ ^ - \ ' 

if- 

• 1, To provide leadership training inr 



(a) understanding the background and history of the 
^C>nsumer movement" 

^ I ' ^ 

(b) developing techniques and skills in: 

(1) becoming a- leader in the community 

(2) helping individuals solve their consumer problems 
* (3) becoming a consumer leader* 

(4) principles of organizing a cofisumey action group 
^ . (5) vehicles for organising a consumer group 

(6) Conducting consumer surveys ' 

[ • • - 

(7) hancjlingv consumer complaints ^ 

« «» 

(8) . conducting consumer education classes 

(c) understanding the economic* interaction of government, 
business and consumers \ * ' 

' (1) governmental operations at the^ federal, state 
• ' and local level 1 ^ 
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(2) the operation o£ regulatory, legislative, 
"executive and judicial agencies^ 

* (dy developing an understanding- of business, education, 
and consumer groups * 

(1) 'credit and financial institutions 

(2) ; consumer education programs In schools 

(3) inflation - causes and ways of diminishing 

(4) food and^ marketing 

(e) developing cotinminication skills 

(1) television spots and programs' / 

(2) news articles and publications 

(jf) developing fund-rai£ing techniques and skills for 
consumer organizations 

(g) conducting' individual consumer prc^jects at the local level 



Background - aifd Procedures 



A request was made by the president of the Virginia Citizens Consumer 
Ms. Lynn Jordair, for a Leadership Training Conference for 
lunteer Leaders. Members of other consumer organizations also 
need for training to assist them witl) consumer leadership skills 



Council, Ino 
Potential V<>lun 
expressed a 



All ady,; 
around the^ 



Sory committee was formed in order to plan the conference 
needs of th^ individuals who would be attending. . ' 



The coinnittee was composed of membeips from the^ Office of Consumer ' . 
Affairs, Vii-ginla Polytechnic Institute and State University, the Stat.e - 
Department 6f Vocational Home Economic^, and the Virginia,^itizens Con-O, 
sumer Council. The committee^ provided' guidance in planning and implementing 
the training program including determination of the following critetia for ' 
participant selection: ' .| 

(1) iTjterest and* capabilities in conducting a follow-up project,. 

(2) attendance at entire conference • 
ir (3) geographic repjresentation # 

(4) leadership potential ' ' r. 

The Consumer Readership Conference was publicized natio*ally^as well 
as in the state of Virginia through the news media. Individuals interested 
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in attending the conference filled out an applicalion form indicating their 
background acd interest in completing a follow-up project after attending 
the conference, - ♦ , ' 

» 

Tlie advisory committee worke'd cooperativclv to determine the needs 
of potential volunteer leaders. Through a review of applications, and 
experti/se on the part of the advisory ccmtmltt^e members, concepts and 
skills i.e, competencies needed bj^ potential Volunteer leaders were 
identified. . ' , 

Tliesc competencies which volunteer consumer leaders need were further 
studied. Based upon xhese competencies, the advisory committee developed 
an agenda fox> the Consumer Leadership Training Program. They worked to- 
gether to identify and secure for the program speakers who were nationally 
recognized for tHeir expertise in .consumerism and would provide for the 
needs of^the participants. 

Evaluation 

The participants* evaluation of the conference revealed that they 
* generally found it a wotthwhile, helpful experience. The speakers and the 
specific ideas on projects/ including hew to inspire people, were considered 
the best features on the program, Tlic participants felt that the opportune 
ity to meet people with qommon consumer interests was helpful. The major 
weaknesses in the conference were a shortage of time for in-^def>th dis- 
cussion and the hotel .facilities, particularly the food service. 
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The following are 'the questions asked in the evaluation antr answers 
a?s^ given by the participants: 

V ' . • 

1. What did you consider to be the best feature iti the program presented 
Tiere?. 

' \ 

Arenas for action; economic inte^ction of government (5) Judicial; 
Economic Interaction 'of Government, Business and Consumer; (3) Ecdhomic 
Interaction of Govcxroient, Business and Con^timerT;,* (2)' Qualities of Consomer 
Leaders; /A) How Government Operates - Federal>^ (2) Governmental Agencies 
- Regulatory, Executive, Legislative, Judicial; (2) Realm of the Consumer; 
workshops; shaping thoughts and problems with consumers; (2) all (4) speci- 
fic ideas on projects and how to inspire people; topics of immediate con- , 
tern (2) informed and interesting speakers (13) section on press and 
regulatory and legislative areas; infl^ation (2) *P.R, panel session; practi- 
ta;i discussion liandling Consumer Complaints; Variety of speakers; meeting 
people with ^common interests (2) selected audience; Sunday agenda superior; 
pre-planning; consumer education; what makes a leader (3) realin of the con- 
sumer; materials distributed; explanation of how| 'government operates; busi- 
ness and consumer; education ui the economy, ' ' ^ 



2, What did you consider to be the 



veakest feat;ure in the program? 



20 5 



Coping wit;h cost of liviijg'; speakers ^oo long; discussion of federal 
programs; not enough time for questiDhs and answers' (10); lack ot full 
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participation and direct feedback (2) ; time'wasted on introductions- (4) ; 
lot of information but not .so 'much specific "what do I do. first" answers; 
foods and marketing workshop (2) "Education (2) ; Antagonistic Approach, 
i.e. Principles of Organizing a Consumer Action Group; not enough parti- 
cipation froln business and government to provide opposing view; some 
spe^akers not prepared; Sunday agenda too rushed; consumer education ^n 
schools; agencies that can help and need help; continue to encourage more 
involvement; more activist types and fewer home .economist types; defini- 
tions - consumer, leaders, consumer leaders; too many speakers; business, 
education^ conmunity» , . .,' 

3- -Check you r general evaluation of progg^xontent; 

Valuable 35 Interesting 4 Fair 0. qf Little Value 0 
odicr: Fantstlc; Fptwtrated because moreithan one discussion group going 
at same t^ie. A . '■ ' 

^' ^>'Hat suggestions d o you have for improvement of the program? 

Stick to time sqheduled; better explanation of projects.; "how-to" 

- panels to develop consumer leaders; chanc'e to attend more than one work- 
shop; more workshops (2); more time (3); f hole" conference "on each tropic; 

- more small seminar sessions (3).; diviHe into groups to discuss subject 
_ with speaker after summary; mo?re discussion, less q^uestion tijne (6)- 

• cheap meal or.tUo as par^ of conference • ('3) ; cut introductions and ^n-' 
centrate on sdec^ific problems and solutiofi^lcO) ; moire time for topics or 
fewer topics (j3)'; more'facts in general areas; less Workshops; shorten to* 
time for questions, less for speeches (;5)V\have Esther 
concentrate oii hciw to acdiyate people intoi, education in " 



two days; more 
Peterson speak 



copsumer awareness; stend more badic reading materials in advance (2)- 
more detailed', — ^ * ' -' ' 



kandouts by respurde people; more informal seating arrange- 
ment; include minority person on program; people from activist persuasion; 



IfQW to 'lobby; 
5. I'/Iiat topic 



delated to 



consumer laws; pickEiting. 

3 would you like to have presented at a future 



these topics? 



program 



How to se:, up an effective consumer -oriented neighborhood forum (4); 
small claims courts (2); specific issues- - hbw to approach and get ex- 

■ iJerts; impact in legislative policies of, major companJ^es; none; profession 
als to spedk oA specific subjects - reil," estate, lending institutions, 
food additives (3), menu stitchers, insurance, more ecoriomic^ (2); re- " 

_ action -of big business to c<j)nsumer movement; have Roy Fanner and Atty. 

^ Gen. Miller speak on consumer concerns; same topiesy broader view; con- 
sumer issues; iiore opportunity to attend different workshops; weU-?ounfled 
library of 'consumer infoj^jation; low-income consumer; Federal Government 
consuiner agenpies should bK identified, aijd discussed; economic interaction 
of government; business consumer; credit a.nd financial institutions; work- 

. mg on consumer perfect for low -income persons; producer side of question 

' should be- brouj:h\: in; sharing successful projects from other regions; 
economic and consumer education in ^ * ^ 
■ relcvatTt to conjsyraers . . » i 



^ „ - ----- — — , ^^^^^^.^ , 

r«sc.hools; distJussion of pending laws 



SUMM/UIY OF EVALUATION 



In regard to this conference 
I feel^hat: 

' !• .The objectives. of this 
program were realistic, 

I learned more than I 
^ could have on my own 

through 'reading or etc, - 

. -7 „ • 

3/ The material was presented 
/ at the proper level of 
. / . difficulty. 



4, ' The resource people 
were )well prepared ^ 



Strongly Agree 
Agree ^ 



Un^iglljM , Disagree 



5, ,'I wa^ 5t:^bulated to' 
\^ thipfc* objectively about,/ 
the topic; 5 present 0d« 



16 
29 

.13 



6,^ The Aonfecence fie^llawed 
a Mgi^aX^attern.,'^ \ / 

- /' ^ > • / /' 

7«^-"The conferenc^ roomS' // 
"^werc c^ean an^fl kttxac/ ' I 



i 



fpoi service was 

9, ' The lodging faciliti 
were good. 



10. The ^taf f 




was courte 



*Hot!el sta'ef Specif ied^ 
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Project Summaries . . ~ ^ 

The participants planned follow-up projects on consumej^ucation 
consumer surveys, credit, combating inflation, food purchasiniand other - 
areas of consumerism. Activities compiteted in the project included: 
(1) writing news articles, (2) teaching consumer classes, (3) organiz- 
ing consumer groups, C4) promoting consumer awareness, (5) ' conducting ' 
consumer programs, (6) setting up consumer information and protecting 
agencies, (7) developing meaningful consumer organization programs, (9) 
making speeches on consumer£sm, (10) initiating a progranl for low-income 
consumers within community action agencies, . (11) drafting a consumer 
„ education. course for grades, 5-6 in public schools, (12) consumer edu- 
cation projects through the e?ttension service, ' (13) developing consumer 
awareness programs, (14) co-sponsoring a consumer conference in South- 
eastern Tidewater Area, (15) conducting consumer education program for 
parents, '(16) preparing a publication on credit, (17) conducting con- 
sumer programs fot older citizens, and (18) promoting consumer education 
and awareness in the marketplace. ' 

Funding ' ' ^ ^ 

Consumer leadership Training for Volinteer Consumer Leaders can be 
successfully provided at a minimum cost. This project, funded by Consumer 
Information Center, General SerTttces Administration was funded for $2 117 00 
Motel Accomodations arid partiall^travel expenses for the participants were* 
paid. / Other expenses included printing, -;telep|ioiie, and postal service^. 



Summary 



/ 

I / 



/ Consumer Leadership Training Programs for Volunteer Leaders can pro- 
vide a multiplying effect in meeting the needs of consumers and assisting' 
th^ to solve consumer problems' at the grass-root leve^,,in a community. 
Le;aders can be successfully trained to go back into the conmunity to .teach ' 
other consumers. If consumers are expected to have a voice in consumer 
issues,- they need to acquire kfiowledge, techniques, and skills in-order to 
have a greater impact on the consumer policy making of the s«<ije and nati-<in. 
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. CONSUMER ACTION PROGRAMS / 

Frederick E. WaddeH ^ 
American Association of Retired Persona 
, ' ^ \ . Washington, D,C. 20049 

I would like to talk about the consUmer education "program that we 
have been working on for quite ! sotae, ti.me at NRTA/AARP, which we cgll 
COPE, which' stands for "Consumer Options Program for the Elderly.!' 
Now without going into a long 'dissertation oa my particular attitudes * and 
opinions about consumer education, let me just ^^y, as a consumer educa- 
tor and as one who really believes in consunter education, I feel that 
consumer education has generally b'een a relative failure in this country. 
It s been .a failure in terms of reaching^ the masses. It.'s particularly 
been a failure in reaching, the disadvantaged and it's been perhaps an 
even worse failure yet in terms of adopting sophisticated learning tech- 
niques that can change attitudes-^ behavior. .You see, we lose track 
6ffKe "purpose of consumer education is nat to disseminate information, 
but to produce wiser consumers in^the ^marketplace to lead consumers to 
act ^re wisely in the marketplace as a~Vesult of that' educatixin. So 
what we are concerned with, or should be concerned with in consumer . 
education -is trying to get people to reexamine and hopefully change 
attitudes and behavior that will lead them to become, that- is, to act, 
m6re wisely in the marketplace. Unfortunately. I feel that*what h&'^' 
held consumer education back in this country; ,^ /pedogoglcaL anachronis 
known as the pre-test, post-test. You giv^-/ pre-test and then a post- 
test and unles^ your group is totally catatoTnic, naturally they are 
going to know a littler bit more when 'they ire through than when you 
began and then congratulate ourselves for ^noth«r successful program. 

Let me show you, if I. may', what Went into the development of the 
COPE program that we have so much hope^yfor.•^ First of al-1 we examined 
what successful consumer education and other educational programs, ' 
appeared to exist for the elderly throughout the country. What we found 
was a consensus on several pdints. We fdund that most persons who had 
conducted SMCcessful,. effective 'educational progriipis', consumer or other 
type prografns for the elderly, ^agree that most- pducational programs for 
the elderly have been primarily concerne'd with filling up leisure time 
rather than being directed at matters. they need to help them cope. We 
also found a consensus that they flon.'t like a formal classroom atmos- 
phere. Our teseai;ch has shown us that -small group' efforts are far more 
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Effective than large group efforts and fhis.is very difficult to reconcile 
with trying tQ reach' large numbers of persons. There is also a consensus 
that courses should b'e practical, and immediately useful and that techni- 
cjues and materials that are produced also must be those that relate, that 
are germane, to Che practical needs of older persons. We have found 
that older persons want, indeed need, to be active participants ia the 
' learning process,' and I don't know if this differs that much from any 
other group of sttidents, but older persons particularly need to, be 
participants in the learning prot^ss. Our research has shown us that 
older persons are well aw.are of what their consumer needs' ^re* and resent 
being told what their needs are. There is also some evidence that older 
persons have a shorter attention span and this must be taken into considerft- 
tion. - - ft 



We also were\concerned in the development of. COPE with how to bulled ^' 
in a- continuing education concept. Wliat we do now is merely dispejvSe 
information and hope that this is enough. When. you^^Consider th^git^with' 
older persons you are tryipg to counteract a lifetime of attitudes and 
behavior, most of us have aq extremely limited amount of time to' get 
our message across, and it has to be effective enough to counteract the . 
incessant bombarding of advertising as we\l as a lifetime of attitudes 
and behavior. Perhaps, one way that we can do tfeis as consqmcr educators, 
is begin to incorporate some of the techniques that have been successful 
in advertising for years. Specifically, successful consumer eckication 
programs must appeal to the emotions as well as to the intellect. Ideally, 
a consumer education program would appeaj t'O sight, spund, smell, taste ^ 
in short, to every sense that individual' has and to the emations of 
that person, and that t^ay it would have a. much jnore hard-hitting residu-^ 
al impact on changing their attitudes and behavior^ .We allso know that, 
in terms. o£ consumer education you are goi^g to be far more effective 
if y^u can incorporate a learning-by-doing approach, and as we*know in 
consumer ^jducation, this is much easier said, than done. - How to build 
in marketability, how to make the education program have, appeal is also 
a Very ijfiportant consideration. Also, how can any consumer edlication 
program be adapted to other delivery systems, such a's" home^ study? y^And . . 
e also^ound itt our research that oAe o& the most prevailing iEea/s is 
hat any consumer education program for the elderly must take into con- 
sideration that prevailing u'ncertainty^'results from current inflation. 
In summsi^, this is what any successful education program must deal with 
in some niknner. ' / . ^ t , • 

1. Informal set;.ting 

2'. Learning by doing approach - - < • 

3. Small group conversation ^ 

4. A pracfe'ical and useful approach 

,5.. A sort of bui'lt in continuing education method ^ » 



It must be marketable^, adaptable, somewhat flexible, enriching and 
fulfilling, I mean, psychologically enriching and ful^].ling as well as 
inteTlectually fulfilling. - 
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..Rather, in-dealihg with the prevailing uncertainty and insecurity 
from a new lifestyle and retirement, we are saying in the fcpPE program 
that rather thar> be afraid qf inflation, i on the contrary, Mder consumers 
hav.e Already. demonstrated an ability to cope with fi'nanciiZ crises in ' 
the past, have lived t:hrough a' depression, through at le^ one woria war, 
.throu^ other financial crises, and have therefore alreafi^ demonstrated 
the ability to Live through and cope with our current -inflation. All we 
^have to. do ;i& somehow provide a learning environment whereby older "con- 
sumers carf reawaken such skills atd can learn from each* other. The ' ' 
cumulative demonstrated ability 'of any group of older persons is going , 
to be far greaeer than any .one "expert" which as Mark TVain/said, "Js 
any 'dam fool from out; of town." So that what we are tryi/g eo do is - 
not teacli older consumers . anything, we are trying tocreat^ an educational 
environment for older persons where they can learn from 4ach-other^ 

So how do we go about this? *what we came^up with was a me'tUo* ' 
pioneered in 1941 by Dr^ Rachael -Davis DuBois called the .'-'Group Conver- • , 
sation Method." This is the first time to pur knowledge that consumer - 
education in this country has tried to incorporate a' group conversation-' ^ 
consciqUsness raising approach. We know that before anybody will listen 
they must first be listened to. So that rather, than beginning with the ' 
V usual .sterile .lecture or film' format (whether the film is appli^abl.^ or 
not; what w^ gre doing is beginning tlus way. The chafipersori gives " 
a rather brief introduction, the- persons the program are broken up 
into small/ groups of ten or twelve with a group conversation leader and 
-co-leadywho have been briefed for a couple of hours by ^h^ person trained 
in grou^J' conversation. They, begin, by simply rSminiscing about- e^tperi- • . 
envies around that theme. This totally non-threatening approach encouraged 
spontaneity and raises their c^riSc-iousness ot feeling level to such a' 
point that after twenty minutes of this - by the time your resource 
person makes hisr presentation, they are far more receptive to what that ' " 
resource. person has to say than if he had be"gun th4 session. After 
Sharing sensory experiences from the, past, bringing ' them into the present ' 
around that topic, thfen the resourf:e person gives some specific facts and 
Ideas for another twenty^thir ty '-.minutes . Ther/the group^ go hack into' 
.group discussion. Group di^ussion- being differentiated frbm groTip ' • * 
conversation in/that group conv^fersation is a shading of feelings and 
experiences, whereas group discussion, following the resource person,^ 
^1 ^ ^1!^"'''" °^ specific facts, and ideas, /his w^y we hop'e to 'reach 
the erfiotlons as weH as>e intellect and thi/will Arodace a long-term . 
learning effect so that thfi.onefhour program Zs nbt/going to be the end ' 
of their consumer education or ^discussion on/th^t' t^ic but the beginning. 

' We did pilot the first COPF\nit, "Coping With Food Costs" in 
Febrviary in the Arlington area. We made every mistake imaginable, and • . • 
still four out of five of the partii:ipai>ts rated the program as excel- 
lent or good. Ve are trying to arrange now for a piloting outside of 
the Washington area and if this is a? successful as we^hope i.t will' be, 
this shotild^be available sometime in the fall. There are a few mope ' I 
subtleties involved here, I wi^h^I had the time to go into them, if time" - 
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ABSTRACT 

DISSATISFIED CONSUMERS: WHO GETS UPSET AND 

WHAT DO THEl^ DO ABOUT IT? ^ , . . 

' . . Rex H, War land ' ' ' 

Associate Professor^of Rural Sociology 

The Pennsylvania •St'&te University 4. , 

■ Robert 0, Herrfeartn ^ 

^ Profess^lJ^f Agricultural Economics 

The Pennsylvania State U^lverslt;y 

' . Jane Wllllts 
Gradi^t6 .Student 
The PgnnsylRanla State University 

Past studies of dissatisfied consumers have either examined what, 
kinds of people get upset abopt business practices or what kinds of 
people complain about the way they have been /treated In the marketplace 
This article develops a new profile of the. dissatisfied consumer' Vy 
considering npt^ only who gets upset about* business practices, but also 
wha/ do they dp about it. This profile appears more complete than ' 
pi^oflles presMited in e-arlier studies. Several Important 'conclusions 
are offered^ concerning the nature 6t consumer dissatisfaction and , 
consumer policy, . * 
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' ^ ACTION TO COMBAt\^E PRICE 

SPIRAL 
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/ Reuben E. Slesinger - 
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' .1. INTRODUCTION 

The American economy has experienced a steady increase^ the cost of 
living, over its history, as measured by the consumer price index, thus 
causing an erosion of the purchasing power of a given d<^Uar* 



R^t^i^ f experienced such an increase in prices oVer the years. 

Between 1940 and the present, for example, the consumer price ind'ex has 
increased about 250^per cent; this means that it would take over $3.00 to- 
day to buy what $1.00 would have purchased in 1940. The compounded rate 
of advance in prices over this period amounts to approximately 3.5' per 
cent annually,' • i y^'- . 

« 

<.n/^%^i5^ °^ inflation has not been even in our economy. It took only 
1 11 III y«"« between 1940 and 1957 for prices to double. This doubling 

tJ J t ^ ^""^^ S'^"'^^ '^^^^ inflation of consumer prices 

was about 4.2 per cent. The rate from 1957-59 to 1970 was slqwer (2.7 per 

59;S^;nd"n'p"e?c\- J\il97fr' ^^"^ ^"^'^'"-^^ "^^^^"^ ''' '^ 

...^ t^'^ '?^ ^^^^ increase in prices- means an erosion of, the dollar anckthe - 
?r .^M '° ^^^P ^''"^^^ °f P^i" lev^l chan^e^r fheJe 

> warS tJenI f "'"°!: ' ^^P^^^^^^^ ^"gge^t: an in,;e;:rtiptibn-In the Op- ' 

fSfio^ A . °^ reversal'of trend to one of de^ 

. flatiorv. A dollar of 1933 is worth -less than 35. cents tpday. A 1946 dollar 

■ Uttlf ' r?o'''"/° currently. Even a 1955 dollar Is wortft' on^a 

little over 50. cents todqy, - *' 

ERIC ' 225 



/ 



At the beginning of the 1970' s it took more thai^ $13 to buy what $10 
bought a decide earlier, and inflation became a major public is^uau The 
impact of rising prices wa^ noticeablp\ ^l^roughout th*e economy, affiecting 
publi^ policies^. To of f set mounting costs, unions sougn^ higher wages to 
preserve the purchasing .power of workers' t^ke-home payl consumer^ altered, 
their buying habits; the Federal Mvimment, sought to upe its spending, 
taxing, and monetary pOTers to combat the inflation.^ 

Many economists woul/d ^agree thit the inflationary ' pressures of the 
last fout decades have been generated largely by gavemmenL expenditures 
^nd concomitant increases in money supply and that the prospect for their 
continuation in the future seems assured. The major inflations in U.S. 
history have occurred during or around periods of government spending and 
increased, demand for goods and services. 

When fighting broke out in Europe in 1939, defense needs resulted in 
increased prices. For the 3 years, 1939 through 1941, prices increased by 
about 6 per cent. During the war years, even when prices were controlled^ ^ 
they rose about \Z t^er cent. When controls were lifted, however, the pent 
up demand for goods not available during the war years drove prices up an 
additional 31 per cent during the next 26 months. 




During the Korean War prices spurted again. ^ From the beginning of 
1950 to the middle of 1953, the rise amounted to about 14 f)er cent, an 



average rise of about 5 per cent a year. Prices leveled off for the n.ext 
3 years and then began to move up. - ^ • 

In late 1965, when the United States began to* increase its military 
commitment in Viet Nam, the consumer price index began to jise more rapidly. 
Average prices rose 2.9 per cent in 1966, 2.8 per cent in 1967, 4.2 per cent 
in 1968, 5.4Aper cent in 1969, and about 6.0 pej* cent in 1970. 

A 

As 1.973iVnear8 completion of its first quarter, the problem of infla- 
tion has beeiV pushed aside to some degree by the cyn&,of recession and un- 
emplojonent. The question remains, and Che answer seems cle^r, namely that ^ 
demand pressures tend to work their wa> through the price system over ex- 
tended periods of time, reflecting the cumulative effects of labor and other 
cost pressAres^ This explains why inflationary pressures have, -continued 
in spite of slackening aggregate effective demand. Further, this process 
makes it clear that past policies, of reducing aggregate effective demand 
will not eliminate inflationary pressures. , - 

Indeed, one may even question the degree to which demand pres^sures have 
caused the inflation of ,the 1970' s. Were it not for t^e extremely stimula- 
tive effects of highly inflationary fiscal policies during th*e past deoade, 
notably substantial Federal deficits during most of the period, doupled with 
expansionary monetary policy, geared to helping finance the increasing defi- 
cits, it is highly junlikely that demand pressures alone ^pnld have resulted 
in the double digit inflationary rates. s , 




11 - * 

Since World War II a/raajor change in j^rice behavior has bi,ecome apparent. 
The economy *has developed! an increasing resistance to "downward pressures on- 
prices. Consumer prices Hid not decline after ^World War II or after the, 
Korean conflict as they Had after earlier wartime periods. Instead they tose 
almost every year after 1946. 

The problem for invfestfgation then is to examine the causes of the in- 
flationary spiral. , If consumers are more aware of the fauses of the infla- 
tionary spiral, consumer action groups can exercise their influence to bring 
about a change to alleviate that spiral. 



II. THE STRUCTURAL BARRIERS ARGUMENT 

During the last decade, consigners have become fully aware of such causes 
as ''demand pull" and-"cost push'.' as explanations for inflation. Public famili 
arity now also exists about the major policies to combat inflation, namely 
fiscal and monetary policies. Consumers alsa know about price add 'wage con- 
trols or income policies. Geperal, interest manifests itseflf, too in what can 
be done about inflation and why experience in applying anti-inflationary 
policies since the late 1.960*s has not ended or even lessened inflation; in- 
deed, prices continued to grow more i^apidly than prior to the use of such 
policies. 

One of the pr9bable explanations why inflation has continued to persist 
in the United States for the last decade in S:pite of d condition of less than 
full employment is the existence of a variety of structural fo^rces that gener-** 
ate built-in inflationary tendencies. / 

Failure to recognize the import'ance of such structural forces has con- 
tributed much to the inadequate ^understanding (jf today* s^ inflation. As Abba ^ 
Leaner states: /3, p. .197/ . . ' . 

The understanding of the nature of inflation and of its appro- 
priate treatment, curS, and prevention has been badly served by 
the concentration of economic theory on the aiialysis ofj)erfect ^ 
.competition. 'Economists have had good reason for this concentra- 
tion, primarily because the study of perfect competition has 
brought out ways in which the competitive capitalist or profit- 
and-loss system can bring about the, most efficient production and 
disfiribution of what the- consumer wants. But perfect competi- 
tion has been useful more as, a norm by ^hich the efficiency of 
the economy can be gauged ,than as an accurate description of 
its actual operation. ' . • * ^ 

It is proposed thusly that these structurdl forces are among the most 
significant causes why pure cpmpetition is not the actual case in the real I 
world. I ^ ' 

Structural forces have the effect of 'placing limitations on voluntary 
exchange by reducing the market alternatives available to buyers. These- 
forces Chen generate maladjustments which generate visible power to those 
who hold it, with the$inherent danger that such power will be used to fur- 
ther special interests, not necessarily social ends. 
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In eccmomic th!eor>|'s perf^cj^iy competi'tive world, nobody would^e itv 
position to exert pric^ jurisdiction power J ' Artif;Lciai forces that keep 
supply 'from rising , in if-espprise' ^o favorable prices would not exist. Ex- 
cess demand then would, be. the oi)ly factor giving rise to inflationary ten- 
c^encies. To achieVe a dfmimition in price under these circumstances, Ler- 
ner's political action increased taxes, reduced government spending, 
and flight er monetary policy wduld be in order. Without structural inter- 
vention, sellers would lose their capabi^lity to exert oligopolistic price 
control'and administered pricing would become impossible. 

The Amnerican economy provides numerous examples of these structural 
controls. Among the more important , ones are lobbies that indyce public 
f ivors and concessions, industry-wide collective labor agreements that vir- 
tually have the Tmittial agreements of unions not to resist price increases 
bO lon^^ as wages are raised, and markup practices by industry that ^institu- 
tionalize price advances. The solution to combat these practices ar^J^elf- 
evident, but some action against administered prices appears as 




Another way to aRptoach the problem of structural impediments causing 
inflationary tendencies is to work towards policies designed to restore a 
greater degree of efficiency in the market place. Two areas in which 4:hese 
problems app^ai: acutely keen, and in which prices have risen especially 
sharply in the la^t two years, are agriculture and energy -related industries. 

The Federal Government* must bear much of the blame for many of these 
impediments through its. policies 8,uch as price s\ipports and subsidies; 
tarfffs, quotas, and other liiq>ort restrictuions; antitrust and other regula- 
tory .policies that are en^^rced currently but" wer^ ips/iituted in a very 
different economic environment years ai^d decades ago; and 'loose poJ.iciQQ in 
government procurement t^hat demand scarce, resotirces at non-market oriented 
price's. Prac^tices in the private s-ector that stem from market control and 
inti -competitive behavior are equally as cortfeributory, .iJiough most whole- 
sale prices have risen sharply irfftfie l^asb- two years,** thosfa in highly con* 
cdntrated .indjus tries have been, -among *the leaders. ' Ba;rriers of any sort that' 
Alter tere with the ogetfation of deman^^anS supply as- forces to set prices 
should be minimized and eliminated^ Tfhis includes structural bar^JLcrs in 
, the labor market as well. ' \ ^ * ^ ' ' .- • ' * /? . 

A recent interim report of Jthe Jfeint Eoonomii: Committee /I/ lists a. 
series -of structural areas .that should be"toamined,i as follows:" 




Federal subsidies. ; ' 

Production' quotas and marketing orders. * * 
Price supports. 
Excessive stockpiles. 

Prevailing wage determinatioAs. , 

Excessive or iriept regtJlatJion* of transportation and communication. 

nport qu9ta's and volurjtary agre^ents 'to curtail imports. 
R^iew of divestiture »d reorganization regulations. ; . 
.r Improved Antitrust lawsNand administration. j ' 

R^i^val of attificidl baigriers to employment. ^ 



• Improved economic management of the public sector, 

• A program to institute a better sysjtem of infdrmation management, 

• Reduction arid minimijsation of Impediments to improving product levity. 

The emphasis on structural causes for the current inflation has increased 
recerftlyj The Various summit and pre-summit conferences late in September 
paid much attention to these factoids. A comprehensive list of 22 measures 
was suggested by Thomas G. MOO^e of the Hoover Institution of Stanford Univer- 
*sity /5/. His list includes the following, among other ^suggestions : ' , 

. Repeal of ceiling on interest'.rateSs on long-term government loans.''- 

• Amend agricultural in^rketing orders. ' . '* 

. Remove postal^ s'^&wi^ce^^pionopoly on jfirst -class mail. ' * • 

End emKargo On import* of* uranium.. 1 
. End state pror^tioning of, oil and gas production. 
. Repeal exemptions to Railroad and triick rate bureayjis; '* 

• Repeal meat import quota measure qn meats, dai'ry products, and * 
^ other agricultural Items, *1 • ^ . 

. Repeal all 'interstate Commence Commission restrictions on roqtes 
apd commodities. ' ^ i ,^ • . 

• • J^educe or eliminate .harriers to ^entxy/ on trucking and 'freight 
^fotwarding. . <* . j ' ' / v 

. -Give wide. ^proval to disQOunt ratefi in trfyisportation, including 

• * more ^lat&ude to charter carrlersi , \ ^ - ^ ^ 

. Allow flpaftcial instituticins to. 'Ray, competitive rates for depo^si-ts. 
^ . Terminate all voluntary quotas^' especially in .steel, and textiles. 

.Prohibit resale price maintenance practices. 

Profess^p Houthakker describes the dtta^^k on these' structural impediments 
to the o^ration of the market ,forces''ftecessary to help lessen, inflation , as 
a "positi^^e^way to fight inflation*' /^/. ^ He suryey^ efforts Co cut infla- 
tion via incomes, monetary,' and/iisfcaf'j)oiiipies, but points out their defi- 
ciencies.'' He is especially qritical*fof^ itj^omes ^pol^cies for having aggravatjed 
the situatioii and of monetary policiM WbeJ^ng inadequate alone. ^ ffe does 
emphasize; howeyer, that if any 'policies', are to be effective, the many insti- 
tutional barriers to, price declines as aforementioned must be lessened if. - 
not removed entirely, j^rthermore, ba'irriers- to price movements -seem to be, - 
biaspd^tqw^rcf. increasing ratKer, than ^^feduclng ^pri^ces.' Economists haverlong' 
recognized that oligopolistic indust^i^s ar^ in hett'er position to re^ct'tp 
a possible dimunition in demand and/a' lower >prici by cutting output, .ther.eby 
sustaining or increasing prices; jln this process,' inefficiencies are com- 
pounded in the economy. . ^ ^ 

//' i ^ ^ " - • 

A different fbcus toward;^ncr easing competition and efficiency has been 
Suggested by Carl Madden, economist for the United States Chambei: of Commerce 
M/. The measur|^ advocated by , the Cham^jer of Commerce include: . , 

• Eliminate compulsory^ unionism^ . * }^ 

. Permit special youth minimum wages. I^iw 

Rep eal the Walsh-Healey Act. , ' * • 

. Reform the National Labor Relations |Act to constitute a' labor 

court to replace the quasi-judicial powers of the Nationals 

Labor Relations Board. * # ^ 
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*• ffan the providii^g ^of fiJo<J st^ps to strikers. 

'• 'Outlaw s^econd^yy boycotts, f ea^therbedding, and union members' - 
*rftfysal to liandl^ gooHs .on'wliich non-union labor has Vorked. 

• • In additioh, the Chamber recommends changing thfe federal t^ sti^^cture 
to stimulate growth of ^liity capital. ' ' - ' . ' , » • 

, V • * ' y 

In sum, the common theme of th1e proposals'*tb reduce structural rigidi- 
ties and peijnit a more (competitive economic .system Is that special interest^ 
legislation and irules at. all ibvels ojE government should be reconsidered. 
Business, labor, and profess ional^groups have been successful in getting 
governmental. units to insulate their respective interests from the rigor of 
competition. The cumulative consequences of this myriad of government promul- 
gated interference$ with the operation of a competitive system has been to 
build an inflationary bias into the American economic syst^.-^ 

^ Other specific Interferences sponsored or permitted by govexmmental 
action or injaction might also be considered in the quest for a more competi- 
tive system.^ The following practices which are anticompetitive and/or 
wbicf^ build in. a higher cost base should be exaniined: 



' . The Robinson -Patman Act which ^reduces price competition 
* > between large arfd *small, firms. 

. The Caliper -Volstead Act which tempts agricultural 
organizations from aoi^ttoist. 
, • . Restrictions 'bn- entry to many industries, e.g., bankin 
•bars, and tax£s^. ' ' " 
The Wagner, Act -and other, governmental interferences in; 
' ' . . collective bargaining. ^ i 

, ; State-wide minimxim fee schedules . fbr t^rofessi#nal groups 
, ^uch as lawyers, doctors and dentist^. ' 
.'Housing And zoning ^ordinances wliich increase the cost of 
Rousing.' , * • , • ' ^ ! - ' 

. ^' • Health and occupation safety laws. * ' * ^ 
. . • . federaP-underwriting of private debt. , ? * 
. . Eiivironmental related controls which do not show a 
J favarabl^^ost-B^efit resultjy • — 
» The papeV iavalaiiche-costB of reporting to the government. 
, , Restrictions on ovioe advef ti^ng of goods and services ^ 
such 'as prescpxption ^medicines.' 
Virtual* co^t juus pricing far liospitals under the Medicare 
end >(edieade programs. ^ • ' ' 

• Tlje tenure 'system which protects sotpfe unproductive teachers, 
I ^ kindergarten^ through graduate education. " 

,^ Obviously, a listing; of practices which cause upward pressure on prices 
of goods and services could be* extej?ded-ad infinitum . ' JChB point is thkt 
macroeconomic monetary and fiscal policies will ,be less ^effective in con-7 
taining inflation as thesje microeconomics rigidities increasingly permeate 
the economic feystqm. ^lowever, one must not confuse tl\e current price level 



with, a rate of inflation. Restrictive pra(itices in a given industry causes 
-prices to be higher than a iftor'e competitive structure would permit, but 
, restrictive practices do nof necessarily create the inflationary spiral/ 
^Elimitiation of structural rigidities would create pressures for more competi- \ 
; ^tive pri<*es in given industries, however, prices in general might be rising ^ 
^- because of aggregate demand forces or incneas^ in the money supply! Pemand- 
pull type of Inflation increases the cos£s of providing goods and services. ^ 
^Therefore, t)ie higher than competitive prices in sectors of the economy which 
^ are characterized by structural rigidities have a tendency to increase. When 
demand abates, the built-in structural barriers prevent reduction in prices. 
The effect is similar to the workings of a rachet; priqes move upward fr6m \ 
the previous high base. \ ^ - \ 

Consumer action groups ♦have. a role to play in ^lleviating -these struc-- 
tural barriers. Many have become institutionalized\and have been accepted 
almost as a way of economic behavior.- They'are fouiid all over the market 
place — in Wiufacturing, bankir^g, labor, ,agrlcultuise, \ finance and govern- v 
ment. The hope, both iirmediat^ ^d shoi^t run^ of att^^cWing these structural 
barriers is to make the economy more flexible, lessen anticompetitive prac- 
tices, and once mo?e have unfettered forces of demand ^d'supply — price com- . 
petition — influence price behavior so that when buyingxdimini^hes or out- 
put increases price declines will follow and not be^thwa^^d in this direc- 
tion by administrative* powers or practices. '\ \\ 



III. SUMMARY AND CONCLUSION ^ \ 

During the last decade consumers have been bewildered and frustrated by 
spiraling' prices on most products and services. In an effort to combat the 
inflationary trend, the Federal Government has attempted traditional fiscal - 
and monetary policies and also imposed a system of price and wag^ controls.. ' 
Though predicted by many econoihists, but contrary 1:o public belief, prices 
continued to increase more rapidly than prior to the use of such policies. 
Some professionals now think Ve should admit defeat; in the battle to contain 
inflation and institute a progfam of 'indexation,'' or allowing prices of all 
commodities and services to accelerat^fe by some price index —.such as the 
Consumer Price Index. ^ j ' * , . 

The- contention of this paper is that in both the domestic and foreign • 
economies, increasing aggregate demand and increasing money supply are driving ' 

. prices upward at ever increasing inflationary -rates, and that supply is not 
able to keep up ^th the "galloping", demand. When governments attempt .res trie-, 
tive macroecondmic fiscal and monetary policies to reduce the rate of price 

^ increase, microeconomic rigidities' create unemployment at a level which is ' 
politically and socially unacceptable. Because of structural rigidities the 
price spiral does not abate. In order to expand, a sluggish economy, govern- 
ments create the money supply and aggregate demand conditions ^whicl^ perpetuatb 

•the inflationary spiral. Thus governmental actidns ^re the catalyst hf in- 
flation, but structural rigidities cement in the high price base for mor^ 
future demand pull type of .inflation. 
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Pt^ssurB groups at all levels of government federal, state, and 
local have been successful in getting legislation^ and administrative rules 
which insulate their interests from competitive economic forces*^ These ar- 
tificial restraints that keep supply, from rising in response to favorable 
prices create a world inflationary .environment. If fiscal and monetary 
policies a^e unable to sustain botti $ politically acceptable inflationary 
rate and unemploym'ent rate, it is conceivable that people in the United ' 
Statds will opt for another seeming panac^' inclexation, .However, con- 
sumers have at least one other alternative: lobfiy for changes at all levels 
of government for reductions in protection for special interest groups from 
the forces of competition. , , 

Consumer groups should examine thfi institutionalized *structural barriers 
which permeate the economic system, Tliese barriers can be found in all 
sectors of the economy includingi manufacturing, banking, labqr, agriculture, 
education, finance,\^ovemment, and the loreigu sector. This^pa'per has 

^enumerated specific practices fn..alL sectors of the economy that consumer 
action groups ought to investigate. -The hope is to make the economic s^ystem 

, more flexibly and peduce anticompetitive practices which underpin the rein- 
force ever increasing prices, , ^ • . ^ * 
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